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The “Ad-of-the-Month” for September 
trom the New “Pay Promptly” Campaign 


* 


TWELVE ADS: 


Twelve ads in the cam- 
paign, each covering a 
vital phase of consumer 
credit. 


For complete descrip- 
tion, write for new 
“Pay Promptly” Port- 
folio. 


Sample advertisement 
(in 4” x 6” size) shown 
at right. 
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And the Greatest of These 


Is Character! 
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A message to parents and educators 
on the need of character-forming as 
a part of every child’s training 


HARACTER, Capacity and Cap- 

ital are the three standards by 
which business men judge applicants 
for credit. And Character comes 
first! 


J 


For, a man may have Capital—plenty 
of money. He may have Capacity— 
the ability to earn money. But with- 
out Character—the willingness to 
pay promptly according to agreement 
—his promises are worthless. The 
man with Character can be depended 
upon to keep his promises and meet 
his obligations. 


Character is a child’s heritage, 
strengthened by the example of the 
parent and the precept of the teacher 
during the early years—the forma- 
tive period. 


Character is honor—a high sense of 
personal responsibility and respect 
for one’s obligations. And every 
child has the right to be trained in 
the tenets of honesty and fairness in 
meeting his obligations. Otherwise 
his education is incomplete—his 
chance for success impaired! 


Set the example: 


Use your credit freely and pay all bills 
by the 10th or promptly as agreed 


MEHR 


TREAT YOUR CREDIT. 
wi 


“ 
SACRED TRUST PUBLISHER NOTE CAREFULLY This Space Is for Local A at Signaturé 
\ to be Set by You 
Cut off small brackets at each corner of adv ' 
to indicate exact size of space This ad must be run at b f pag 


& 


THREE SIZES: 


Each ad furnished in 
three sizes at the fol- 
lowing prices (which 
include mats): 

8x12 in. $2.00 each 


6x9 in. 1.50 each 
4x6 in. 1.25 each 
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“Month-in-month-out” advertising is the only kind that pays—in selling 


better collections as well as in selling merchandise. 


A few dollars a 


month invested in “Pay Promptly”’ Advertising pays big dividends. 





Bureau managers, credit managers, and newspaper executives 
interested in “‘Pay Promptly’? Advertising—write for literature 
explaining the complete campaign and the‘‘ Ad-of-the-Month”’ plan. 
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This publication carries 
authoritative notices 
and articles in regard 
to the activities of the 
National Retail Credit 
Association. 


In all other respects the 
Association cannot be 
responsible for the con- 
tents thereof or for the 
statements or opinions 
of writers. 
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Announcements 


» » » 


A New Series of Articles on Credit 
Department Salesmanship 


Credit Department Salesmanship is a topic 
of intense interest to forward-looking credit 
executives. So we know that our readers will 
welcome this announcement of a series of 
four constructive articles on that subject, be- 
ginning in this issue: 

1. Customer Control Helps Us to Build 

More Business from Active Accounts. 
2. Successful Letters Used in the Appli- 
cation of Credit Control. 
3. Bringing Back Lost Customers. 
4. Soliciting New Charge Account Busi- 
ness. 

The author of this series is an outstanding 
credit executive—a man who has won na- 
tional recognition for his successes in sales 
promotion work through his credit depart- 
ment: Mr. Dean Ashby, Credit Manager of 
the M. L. Parker Company, Davenport, 
lowa, and winner of the 1932 Retail Ledger 
Trophy. 


National Emblems As Prizes - - 
for New National Members 


This is a direct appeal to each and every 
member of the National Association: 

You number among your business associates 
and acquaintances at least one retail credit 
granter who should be a member of this As- 
sociation—who would appreciate your bring- 
ing its advantages to his attention. 

To encourage membership activity during 
September and October, we make the follow- 
ing offer: 

Each member sending in one new paid up National 


member, will receive one of our solid gold emblems 
(lapel button for men or pin for women). 

Any member sending in two new paid up member- 
ships will receive a solid gold watch charm emblem. 
Any member sending in five new paid up member- 
ships will receive a solid gold emblem ring. 


See complete description and illustrations of 
these emblems on the inside front cover of 
the August Crepir Worvp. 

This offer is subject to acceptance of new 
members by our committee and expires 
October 31. 
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EDITORIAL 


“We Do Our Part’ 
T wre slogan of the Blue Eagle greets us every- 


where—from the time we open the morning 

newspaper until we shut off the radio and call 
ita day. It is a positive statement, full of mean- 
ing, and retail credit executives are determined it 
will not be an empty statement for them. 

The development of our new business era of- 
fers an unusual opportunity for the credit man- 
ager to do his part by subscribing to codes which 
will eliminate credit abuses: Reckless credit exten- 
sion—competition in terms—and slow payments. 

General Johnson says the next step in the NRA 
program is to encourage people to buy freely. The 
success of the whole plan depends upon increased 
buying. Credit managers can do their part by 
liberalizing credit, urging increased buying by 
charge customers. 

We can “do our part” by insisting upon prompt 
payments. There never was a more pertinent 
slogan than that on the collection stickers of the 
National Retail Credit Association: 

“Prompt Payment on Your Part 


Will Help Us Do Our Part.” 


This message should be burned into the mind of 
every credit customer. Consumers are all being 
asked to sign the NRA pledge, too. If they all 
did their part by making prompt payments, mil- 
lions of dollars now tied up in accounts receivable 
would be released for the purchase of more mer- 
chandise, employment of more people and to meet 
the salaries of the more than six million retail 
employees. 

Now is the time to convert the habitual “slow 
pay” and have him realize that he is not doing 
his part unless he settles his accounts promptly. 
Now is the time to solicit new charge accounts, 
with the understanding that settlements must be 
made in strict accord with terms. 

For years the National Retail Credit Association 
has fought competition in terms as unfair and un- 
ethical. Now is the time to assert that using credit 
terms as a sales feature—making installment sales 
without a reasonable down payment—extending 
payments beyond the life of the merchandise 
overselling customers beyond their ability to pay 
—failure to add a carrying charge on deferred 
payments—all come under the head of unfair 
competition and those who do these things are not 
doing their part. 








COMMENT 


D. J. WOODLOCK 


“Monthly Charge Accounts”— Not 
"“Thitty-Day Accounts” 


HE discussion on codes brought out the in- 

consistency of credit managers referring to 

open charge accounts as “Thirty-Day Ac- 
counts” as a strict interpretation of these terms 
would mean purchases were not payable until 
thirty days after the actual date of purchase, 
whereas retailers expect all accounts for any month 
to be settled in full by the 10th of the following 
month. 

Five years ago, W. W. Weir, Credit Manager 
of The May Company of Los Angeles, called our 
attention to this and suggested that all members 
of the National Retail Credit Association discon- 
tinue using the phrase “Thirty-Day Accounts” 
and in lieu thereof use “Monthly Charge Ac- 
counts.” Mr. Weir, who is now a Director of the 
N. R. C. A. repeats his suggestion. 

We are pleased to endorse whole-heartedly the 
suggestion of Mr. Weir. It is logical, it is posi- 
tive, it clearly and concisely states the terms upon 
which retail charge accounts should be settled, and 
leaves no doubt or misunderstanding in the mind 
of the customer. 

Let us retailers leave the term “Thirty-Day Ac- 
counts” to our friends in the wholesale and job- 
bing trades and universally adopt “Monthly 
Charge Accounts” as the designation for our open 
credit accounts. 

If the fifteen thousand members of the National 
Retail Credit Association will do this, it will imme- 
diately create a national understanding of retail 
terms. 

» » » 


The Injunction Suit Hearing Set for 
September 15 


T THE request of D. J. Woodlock, Man- 
ager-Treasurer of the National Retail 


Credit Association, the Assistant Attorney 
General, Harold M. Stephens, has set September 
15 as a date for a conference with Officers and 
Attorneys of the Association in reference to the 
case of the U.S. vs. N. R.C. A., et al. The De- 
partment of Justice has requested to have the case 
set for hearing on the N. R. C. A. motion to dis- 
miss, during the latter part of September. 
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“Unauthorized” Practice of Law 


OR some time members of the National Re- 

tail Credit Association have been interested in 

propaganda indicating that some lawyers had 
held the making of credit reports and collections 
by others than attorneys, should be considered as 
unauthorized practice of law. 

The question appears to have been clarified at 
the meeting of the American Bar Association, held 
in Grand Rapids in August. The report of the 
Committee on Unauthorized Practice of Law was 
adopted, and contains the following paragraph: 


“There can be no valid objection to lay organizations 
undertaking to engage in credit reporting or the simple 
collection of claims by demand and without resorting to 
court proceedings.” 


It would therefore appear that credit reporting 
and making collections without suit are not con- 


4. To extend additional credit to anyone who is indebted 
for three months or more purchases, any part of which 
is past due. 


mn 


. To fail to add a carrying charge to all 30-day open 
accounts that become 90 days past due, such carrying 
charge to be computed at the rate of 1% of 1 per cent 
per month from date of delinquency. 

6. To grant credit on installment terms, payable over a 
period of months, without adding an adequate carrying 
charge for the full term of the contract, quoted sep- 
arately from the price; except that such carrying 
charge may be cancelled as a premium for full payment 
within 90 days from purchase date. 


“i 


. To advertise or offer goods on installment terms and 
carrying charges more favorable than the terms recom- 
mended by an installment committee to be appointed 
by the President of the Retail Merchants Association ; 
when such terms are approved by the Local Recovery 


Board. 


sidered as the practice of law. ae 
. The question of employment of attorneys by Credit Cost 1.7 Per Cent—Five-Year 
; credit bureaus was made a special order of busi- Average 


ness for the next annual meeting of the Associa- 
tion. 


T THE code hearing in Washington, Philip 














»_ - & LeBoutillier, President of Best & Com- 
; pany, New York, in controverting the claim 
, Detroit Retail Credit Men Recommend Code of Macy & Company, that a cash store can under- 
OLLOWING is the text of a Retail Credit sell a credit store because of the great cost of 
e F ts: sanemntmmadiad te dee Batatl Wisi charge accounts, submitted definite figures show- 
: Association of Detroit by the Retail Credit ing the five-year average on cost of credit opera- 
n Men of that city: ‘ tion in his store, as itemized in the table below. 
d ; Note the average cost of all activities in con- 
d It shall be considered unfair competition: nection with the credit department over a period 
1. To advertise or offer generally more than 30 days for of 5 years is 1.7 per cent and Bad Debt Losses 
C- payment of open accounts at holiday or any other for the same period average just a fraction over 
b- sorted of the veer. one-half of one per cent (.0053). 
iy 2. To omit, advance date, or defer billing on any legiti- AB aap ho eo ge sen a om 
; mate sale beyond the day on which goods are delivered per cent cash sales, on a four-year average) aaa 
al pdeadnnneis that the proportion of charge sales to cash sales 
~ 3. To render monthly statements for any other than the has shown a steady increase every year of the past 
ail full calendar month. four—to 71.8 per cent of total sales in 1932! 
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HE functioning of the credit office has been largely 

confined in the past to the work of passing on credit 

applications, opening accounts and supervising col- 
lections. The problem of proper turnover on accounts, 
or good collection percentage, has always confronted the 
credit executive and probably always will, because we 
should never feel satisfied that there could not be some 
improvement made in this part of our work. 

There are unusual opportunities for proper salesman- 
ship to be put into practice by the personnel of a credit 
department when approaching a customer to make col- 
lection of an account, by obtaining a favorable reaction 
in the form of a settlement or promise to pay, and re- 
taining the good will. However, it is only recently that 
store executives have come to recognize the fact that the 
credit department offers greater opportunities for the pro- 
motion of additional business than any other section of 
the store. 

For it is the credit department which is in constant 
touch with and exercises the closest supervision over the 
three most potential fields open to any store for the pro- 
motion of extra sales volume. These opportunities for 
increasing sales lie in the creation of additional buying on 
the part of active charge customers, the control of ac- 
counts so as to prevent their becoming inactive and the 
creation of new customers through intelligent solicitation 
of new charge accounts. 

Everyone realizes that one of the most productive as- 
sets any department store can have is a long list of active 
charge customers. Such a list represents people many of 
whom have, for years, done a great part of their trading 
in that particular store. It represents a group of cus- 
tomers whose steady patronage has proved that the mer- 
chandise which the store sells as well as the service which 
it renders is, on the whole, satisfactory to them. 

In order to conserve such an important asset, depart- 
ment store executives are apt to make every effort to 
maintain or increase the size of their charge account lists. 
Such activity is extremely important, of course, and the 
subject of soliciting new accounts as well as that of main- 
taining the activity of the old ones is dealt with ex- 
tensively in a later article in this series. 

This first article, however, is concerned primarily with 
a problem to which the average store executive gives 
only minor consideration. It is the problem which has 


Customer Control Helps Us 
to Build More Business 
From Active Accounts 


By DEAN ASHBY 


Credit Manager, M. L. Parker Company, Davenport, lowa 


to do with the possibility of increasing sales by getting 
active charge customers to do a greater proportion of 
their trading in the store. The amount of additional 
business which can be readily created by this type of work 
cannot be fully appreciated until actual experience has 
shown what can really be accomplished in this field. 

For this reason, the first subject to be considered will 
be that of the methods to be employed in taking ad- 
vantage of “the most potential field for increasing a 
store’s business,” the proper promotion of the active charge 
account list. 

It is almost a self-evident fact that it is less costly to 
sell a large quantity of merchandise to one customer than 
it is to sell a large number of customers each a smaller 
amount. For much the same reason, the cost of pro- 
moting extra business from a customer who is already 
a steady patron of your store is materially less than that 
of soliciting business among people who have not formed 
the habit of shopping there. On the one hand, you have 
people whose shopping habits are moulded in a different 
direction and who, for one reason or another, rarely enter 
your store as opposed to your active charge customers who 
come in regularly, at least once a month. 

In order that a store may go about the work of pro- 
moting additional business from active accounts in an in- 
telligent and productive way, it is imperative that more 
information be obtained about these accounts. 

It is not sufficient to know who your charge customers 
are and where they live. The information of greatest 
importance to the store is: What does the individual cus- 
tomer buy, which departments in your store does she 
patronize and which departments does she rarely or never 
make purchases in? 

The assembling of this information fits most readily 
into the work of the credit department because it is this 
department which controls the material from which such 
data may be acquired. It is the credit department then, 
which can most easily and thoroughly take over the work 
of maintaining a simple yet complete system of “Customer 
Control” by means of which promotional effort can be 
directed into the most productive channels. 


The Maintenance of ‘“‘Customer Control” 


The mechanical details of maintaining a customer con- 
trol system which is complete enough for all practical 
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purposes are relatively simple. Actual experience has 
shown that the work of assembling and tabulating all 
necessary data as well as maintaining complete records 
for 10,000 accounts will consume only about half the 
time of one office clerk. The remainder of this clerk’s 
time can be utilized in the detail work of scheduling 
promotions, personalizing direct mail and tabulating the 
results of each promotional effort. 

For the purpose of keep- 
ing the records necessary for 
a customer control system it 
has been found that certain 
advantages are to be gained 
by using both the control 
cards and the addressograph 


NAME 


ADDRESS 


used and the card is notched from the side. By this 
means, selection of those customers who have failed to 
trade in a certain department can very easily be made. 
This is done by taking a stack of the control cards and 
inserting a rod through the hole which indicates the de- 
partment and the season in question. Those cards which 
have been notched indicating that a purchase has been 
made can then be shaken off the rod. The remaining 


(Continued on page 32.) 





plates. The plate is the 
common type used so gen- 
erally in stores for the pur- 


33-SHOES SPR 


HOUSE FURN 





pose of addressing monthly 
statements and other mailing 


33-SHOES FALL 


ORAPERIES 





pieces. 


The control card is one 


46-HATS SPR 


WASH GOODS 





which has been especially de- 
signed for this purpose and 


46-HATS FALL SILKS 





has the advantage of offering 
more detailed information 


86-DRESSES SPR. 


BEDDING 





concerning the purchases of 
each individual customer. 


86-DRESSES FALL 





The control card is used 
in the following way: Each 


UP TO $25 


LINENS 





active account is represented 
by a card in the control file 
bearing the customer’s name 


$29.50 TO $49.75 


M. CLO. SPR 





and address. The card it- 
self may be just as the one 


55-COATS SPR. 


M. CLO. FALL 





illustrated or be aitered to 
cover more or less depart- 


S5-COATS FALL 





ments and price ranges ac- 
cording to the needs of the 


OVER $75 





store in which it is to be 
used. 


91-HOSIERY SPR 


GIRLS SPR. 





The card illustrated here 
covers thirty departments 


91-HOSIERY FALL 


GIRLS FALL 





and extends over a period of 
three years. In addition to 
this it has the further ad- 


28-GLOVES 


BOYS SPR 





vantage of giving more de- 
tailed information with re- 


39-CORSETS 


BOYS FALL 





gard to the seasons of the 
vear, as well as price lines 


42-62 UNDERWEAR 


INFANTS 





in which purchases were 
made in certain of the ap- 


87-TOILET GOODS 


SILVERWARE 





parel departments. 
At the end of the month 


ee 40-HAND BAGS 


FURNITURE : * 








each customer card is checked 
against the statement and 
the card is punched when- 
ever a purchase has been 
made in those departments 
listed on the card. 


EXP.MERCH. 


The three holes opposite 
each department represent 
years or half years in the 
case of departments where 
seasonal classification is main- 
tained. A square punch is 
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Practical Due-Date System 


For Installment Accounts 


By JAMES M. MALLOY 
Credit Manager, Abraham & Straus, Inc., Brooklyn, N. Y. 


HE “Credit Clinic” problem submitted by an east- 

ern member in the July issue of The Crepir WorLp 

was one which we overcame in the early part of 
1932 through the installation of Kardex equipment built 
in Remington Rand Safe Cabinets (Exhibits A & B). 

We have always used: National Cash Register ma- 
chines for recording installment payments on our ledger 
cards and in our customers’ booklets. Prior to the in- 
stallation of our present equipment, we used trays to 
house the ledger cards. Accounts were numerically ar- 
ranged, 1000 accounts to a tray, each tray being a ledger 
control. The trays were placed on a table directly in 
back of our cashiers each morning and only at night were 
they placed in a fireproof safe. This lack of protection 
during the day was one reason for our desire to make a 
change but it was not the primary reason. 

We had approximately 18,000 installment accounts 
and, since they were numerically arranged without ref- 
erence to “Due Date,” we had the same problem as that 
cited by our eastern member. We required three an- 
alysts to check the accounts for dunning purposes, and the 
best that they could do was to cover the entire list once 
every fifteen working days. With our new visible equip- 
ment, we are able to cover the entire list every six days 
using only two analysts. Our new set-up is as follows: 


When the application is taken, the interviewer assigns 
a due date and places that due date on both the applica- 
tion and the customer’s booklet. There are six due dates, 
depending upon the date of application. Accounts ap- 
plied for between the first and fifth receive the fifth due 
date, those between the sixth and tenth, the tenth, etc. 

The ledger cards (Exhibit C) are 84%” by 6” (same 
as before). The account number is printed in the visible 
margin and is followed by the due date, which is ob- 
tained by the cashier from the application form. After 
the due date on the card are squares designating the 
months of the year, as J. F. M., etc. If an account is 
opened in January the cashier places a cross over the let- 
ter J. in the square before the card is filed. As subse 
quent monthly payments are made, the month is crossed 
after the payment has been posted to the account. If 
only a partial payment is made one line of the cross is 
put in the square and the cross completed when the re- 
mainder of the payment is received. 

The cards are filed numerically under each due date in 
the Remington Rand Safe Cabinets. On Monday the 
analysts review all accounts of the fifth due date, on 
Tuesday those of the tenth and so on through the week, 
thereby covering the entire list once every six days. 


These typist-analysts fill in and mail the first, second 
and third dunning notices. If the account requires a 
fourth notice, the analyst makes up a collection card and 
refers it to the collection division. The date of each 
notice is recorded in a space provided on the ledger card 
directly above the visible margin. 
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Exhibits “A and B’—“We overcame the problem early 
in 1932 through the installation of Kardex equipment 
built in Remington Rand Safe Cabinets.” 

It is no longer necessary to examine each ledger card to 
find the overdue accounts. For example, on Monday 
morning, August 14, the analyst withdraws the first tray 
of the fifth due date from the safe. She runs her finger 
down the column where August payments are recorded 
and places a colored card signal in the visible margin if 
the payment is not made. 

When she has completed the tray, it is placed on a 
stand beside her typewriter and the dunning notices are 
typed on each account signalled. On all accounts two 
or more payments in arrears a collection card is made 
up. ‘These cards are filed numerically by due date and 
are brought up to date by the analysts during their fol- 
low-up of accounts. 

Certain items of merchandise sold on installment terms 
require closer attention than others because of their re- 
sale value when long terms are extended or because of 
the risk involved in selling such merchandise as jewelry 
and furs on installment terms. We “ear-mark” such ac- 
counts by using a different colored ledger card and book- 
let for them. 
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In the visible margin of these cards, we have printed 
the letter F for furs, J for Jewelry, R for refrigerators, 
O for Oil Burners, V for vacuum cleaners and a cross 
is placed over the proper merchandise classification. We 
keep in touch with our experience on these accounts by 
analyzing them in the classifications above. Thus, we 
are able to correct any condition before it becomes serious. 


We are firm believers in knowing at all times the con- 
dition of our accounts. Our present system allows us 
to age our accounts monthly with very little expense. We 
break down those accounts owing three payments or more 
into the following classes: (1) those on which a pay- 
ment was made during the current month; (2) those on 
which the last payment was made 60 to 90 days ago; 
(3) those on which there has been no payment in 120 
days or over, and (4) those accounts in the hands of at- 
torneys not charged to P & L. 

A month by month comparison of these figures show- 
ing the number of accounts and total balances (not just 
arrears) is very interesting and gives a clear picture of 
the progress being made in the collection department. 
The amount of the unpaid balances on these accounts is 
a fair indication of what the bad debt reserve should be. 

We find that our present system gives us three things: 
Fire protection day and night, a cleser follow-up of our 
accounts with fewer analysts, and makes it possible to ob- 


tain statistical information at a minimum cost. 
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Study this ledger card carefully. (Actual size 84%” x 6.) 

A visible card in hinged pocket with account number and 

due date in margin. Note especially squares in visible 
margin designating months of year as J., F., M., etc. 
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ANNOUNCING 
A New Book 


“Proven Plans to Speed Collections 
and 
Timely Tips to Trim Office 
Overhead” 


Copyright, 19338 


HIS book is from the pen of a man who has spent 

over twenty years in the study and practice of the 
art of collecting money and retaining the good will and 
patronage of those from whom he collected. 


In this book will be found: 


288 successful collection ideas, plans and letters. 

collection paragraphs in a unique letter book arranged 

according to appeals to different emotions, classified 
and numbered for convenient use, including— 

204 effective ways to close your collection letter for ac- 
tion. 

147 attention-getting opening paragraphs for collection 
letters. 

119 miscellaneous collection paragraphs classified accord- 
ing to appeals to pride, fear, sense of fairness, etc. 

51 tracing tricks and schemes to locate the debtor who 
moves. 

42 time and labor saving office short cuts and postage 
saving ideas. 

25 specific ways to cut bad check losses and points to 
watch in cashing checks. 

10 ways to use the telephone to improve collections. 
4 ways to locate debtor’s place of employment. 

The most successful plan of a Texas collection expert in 
collecting from farmers. 

How to get your money on defective remittances and bad 
checks. 

How a Dallas collection expert collected a six-year-old 
judgment in Texas where wages cannot be garnisheed, 
from a debtor with no property, who carried his bank 
account in another city under his wife’s name. 

A plan used by one merchant to educate his customers 
to pay by the 10th. 

A letter that asked only for a date but brought back 
checks in all but one case. 

A scheme that collected 50 per cent of a big list of small 
publisher’s accounts and made the debtor smile as he 
paid. 

A clever stunt in following up broken promises. that 
brought in 80 per cent returns within five days. 

A plan that speeded up collections 75 per cent on accounts 
under $10.00. 

A plan that enabled a dentist to collect 98 per cent of his 
accounts over a period of ten years, 

A simple plan that enabled a wholesale credit man to 
reduce his bad debt losses to less than 1/15 of 1 per 
cent over a period of seven years. 


= 
o 


This is really more than a book. It is a working kit 
for the credit man, the merchant, the professional man 
or anyone who has anything to do with collections. 


You also get a letter and paragraph book with definite 
and specific instructions on how to use it as well as a 
generous supply of blank pages to enable you to add 
your collection letters and paragraphs and tie this right 
in with your own business. 


Handsomely bound in serviceable black, imitation 
leather (loose leaf), size 9x11 inches, it is a most 
unique portfolio—a veritable treasure book of PROVEN 
PLANS TO SPEED COLLECTIONS AND TIMELY 
TIPS TO TRIM OFFICE OVERHEAD. 


The price originally set for this was $15.00 but to 


make it available to a larger number, it may now be 
purchased for the unbelievably low price of ° 


$5.00 


ARTHUR P. LOVETT 
4455 PENN STREET KANSAS CITY, MO. 














A LL that we hear as a topic of conversation 
today is the NRA; and that, too, is prac- 
tically all I get in my mail relative to na- 
tional matters. There is one thing sure—that I 
believe—and that is that our credit men of the 
nation, no matter what their political affiliations 
are, will do everything in their power to back up 
our President in this venture. 

“Will this bring about prosperity?” is a ques- 
tion we hear frequently. There is no doubt in 
my mind that it will go a long way toward it pro- 
viding the people of this great nation will do 
their part. 

I, for one, do not believe that the people of 
this country, who gave of their all during the 
Great War, are not just as patriotic now as they 
were in 1917. I feel certain they will do every- 
thing in their power to back up the man who is 
trying his utmost to make our people prosperous 
and happy again. 

Let us of the National Retail Credit Associa- 
tion and the credit executives of the country do 
our part. There is no doubt that the credit fra- 
ternity should have a code, and this code should 
be worked out to meet local conditions. 

In a short time we of the credit fraternity will 
hear from Mr. Leopold Meyer with a committee 
appointed by him to carry on this splendid work. 
I am quoting here one of the suggested local re- 
tail credit codes that has been sent to me: 


“Tt shall be considered unfair competition: 

1. To advertise or offer generally more than 30 days for 
payment of open accounts at the holiday or any other 
period of the year. 

2. To omit, advance date, or defer billing on any legiti- 
mate sale beyond the day on which goods are delivered 
to the customer. 

3. To render monthly statements for any other than the 
full calendar month. 

4. To extend additional credit to any one who is indebted 


for three months’ or more purchases, any part of which 
is past due. 


THe PresiDENT’S 


MESSAGE 


ARTHUR P. LOVETT 
President National Retail Credit Association 


At 


. To fail to add a carrying charge to all 30-day open 
accounts that become 90 days past due, such carrying 
charge to be computed at the rate of 1% of 1 per cent 
per month from date of delinquency. 

6. To grant credit on installing terms, payable over a 
period of months, without adding an adequate carry- 
ing charge for the full term of the contract, quoted 
separately from the price; except that such carrying 
charge may be cancelled as a premium for full pay- 
ment within 90 days from purchase date. 

7. To advertise or offer goods on installment terms and 

carrying charges more favorable than the terms recom- 

mended by an installment committee to be appointed 
by the President of the Retail Merchants Association ; 
when such terms are approved by the Local Recovery 

Board.” 


These are the thoughts of one section of the 
country. 

I would suggest that the credit executives of 
the country send in to Mr. Leopold Meyer such 
thoughts as they have on a local code. 

Let us have your thoughts so that Mr. Meyer 
can judge as to what the different sections of the 
country need in the way of a Credit Code at this 
time. 

» » » 


Truesdale Resigns As Manager 


of Pittsburgh Credit Bureau 


The Board of Directors of The Credit Bureau, Inc., 
Pittsburgh, Pa., have accepted the resignation of John R. 
Truesdale as manager and selected C. Guy Ferguson as 
his successor, effective September 11. 

Mr. Truesdale was for many years Secretary of the 
National Alliance of Mercantile Agencies and after the 
amalgamation of that body with the National Retail 
Credit Association was Chairman of the Service Depart- 
ment, until he succeeded Mr. A. B. Buckeridge as man- 
ager of the Pittsburgh bureau. 


> 3. ®D 


Mr. R. E. Walker, formerly Manager of the Mutual 
Credit Rating Exchange at St. Paul, has purchased the 
interest of Harlan C. Bush, in the Credit Guide & Ad- 


justment Company of Cedar Rapids, Iowa. 
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The Transition of 


Credit Granting 


By J. P. OLIVE 


Credit Manager, Titche-Goettinger Co., Dallas, Texas; 
Director, Dallas Retail Credit Men’s Association 


HE word “transition,” means going from one place, 

or state of affairs, to another. If this is the mean- 

ing, then the question before us is: Just where and 
what are we going from and where and toward what 
are we going in retail credit granting? First, it seems 
proper that we should discuss the matter of where are 
we going from: 

From the “good old days” and practices; days when 
credit granters knew, personally, almost every customer 
to whom the privilege of credit was extended on a regu- 
lar open account basis; days when installment credit was 
unknown, except in selling furniture, musical instruments 
or real estate; days when, as a credit manager, it was 
easy to know the worth of Mr. Jones, the debtor. 

Usually the family connection was known to the cred- 
itor. It was possible to know how many rich uncles or 
cousins the applicant for an account might number among 
his relatives. It was possible to know practically every- 
thing about his business; his prospects of occupying a 
place in the business world; number of children; when 
and how often there would be a disagreement in his 
family. These were the days when personal acquaintance 
with the credit applicant practically formed the basis of 
all credit granting. 

The methods of operating in the past are entirely too 
well known to most of you to elaborate on this part of 
the subject, so I shall dwell upon the second part which 
will be termed “Where and toward what are we going 
in Retail Credit Granting?” This is a question I am 
often asked. Frequently I am tempted to say: “God 
Only Knows.” 

An answer of this kind, however, would be most un- 
fair for in our modern days it behooves us to analyze a 
question of this kind, and, after due consideration, we 
easily recognize that we are moving toward and, in fact, 
we are already in a situation which has the following 
characteristics : 


First—Credit is today being granted, in but few in- 
stances, on the basis of the personal knowledge of the 
applicant. Our decisions are rendered from an analysis 
of records.and reports. 

Second.—Installment credit has come to occupy a posi- 
tion of major importance in our work. 

Third.—And largely because of the two preceding 
points, we, as credit managers, now have the responsibil- 
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ity of administering to departments filled with employees, 
rather than merely carrying on the routine of an office, 
or passing on the tickets that are received to the indi- 
vidual accounts. 

Fourth.—There has been added to our responsibilities 
the supervision of the Collection Department, in the man- 
agement of which we are penalized for our mistakes in 
credit granting. 

Fifth—In many cases, and most pleasant of all the 
aspects of the present situation, the managements of our 
respective companies have, at last, been sold on the idea 
that a credit manager is an executive and not a clerk in 
the light we have always been considered in the past. 

Most of the larger and more modern firms now realize 
and feel that effectively administered credit departments 
are essential to their very existence and that the credit 
department is, and should be, regarded as one of the big- 
gest selling agents of an organization. This, then, ex- 
plains the position of where we are now, but what prog- 
ress is being made in our modern “Transition of Retail 
Credit Granting”? You must recognize that “transi- 
tion,” which I am obliged to use, because of its place in 
the subject, is an extremely “tricky” sort of a word. As 
I have previously explained, properly used, it means go- 
ing from one place to another. 

This does not necessarily mean that we are progressing. 
It could equally as easily signify that we are going back- 
ward toward a more undesirable condition in credit grant- 
ing, rather than forward toward more effective results 
and, in fact, it is sad but true that the present-day transi- 
tion involves a little of both. In many ways we have 
progressed, but in other respects we have slipped and 
gone backward. 

We have gone forward, at least many organizations 
have, in technique. We have now developed a more ef- 
ficient organization. We have built up a more satis- 
factory system of records. We have established—if we 
would only use and cooperate with them—credit bureaus 
whereby the exchange of information is possible to bring 
inter-store cooperation and to gather information regard- 
ing the credit risk. 

Many of us have obtained, and now have in use, de- 
partmental budgets, to support an organization of work- 
ers in our credit departments, because our managements 
are sold on the importance of credit work. On the other 


(Continued on page 28.) 





Canada, Too, Recognizes Value of Telautographs! 


TORONTO CREDITS, LTD. 
Has Ordered “Store to Bureau’? Telautograph System! 


‘Will Your Bureau Be the Last One to Modernize ? ? 


Your Bureau— 


Paice possibly 100 per cent per- 
fect otherwise, is patronized by your members for two ex- 
cellent reasons—First, to procure your records before open- 
ing any new account; Second, to secure such information 
in the fastest manner possible, consistent with protection 
against error. Naturally, the quicker you can supply this 
information, so much sooner can your members increase 
their sales. Also, where delays occur, due to slow report- 
ing, your members will lose “A-1” new accounts due to 
the customer’s natural resentment at being denied speedy 
credit granting. Lack of a means of safe and rapid means 
of furnishing reports may mean to your bureau a falling 
off of patronage, regardless of the high efficiency of your 
records. Telautographs will give you the speed of light- 
ning in delivering these reports and assure you of absolute 
accuracy in transmission thereof, plus the necessary secrecy. 
Also, a handwritten indelible record of every report which 
will, if the human element errs, fix responsibility therefor, 


whether or not your bureau or the store is at fault. 


Your Bureau— 


Owes the members protection against 
the operations of “bad check artists.” Such protection is 
best afforded by notifying them as quickly as possible when- 
ever a fraud or an attempt to defraud is discovered by a 
member. Your present manner of notifying your members 
is too slow and inadequate—the latter because a good de- 
scription of the crook must be given and it is impossible 
to send such information safely and accurately excepting 
by telautograph. Such warnings and descriptions can be 
broadcast, simultaneously and in handwriting, to every 
member connected, by your merely writing the data on the 
Bureau Telautograph but one time. While it is being writ- 
ten at the Bureau, the message is being reproduced at each 
store on the circuit. Several happenings of this kind have 
resulted in the arrest and conviction of many crooks—alone 
due to the speed of the telautograph broadcast, and of 
course the quick action taken by the first store to encounter 
a crook, by reporting promptly to the Bureau. This insur- 
ance against loss to members will make your Bureau much 
more valuable to them and your Bureau will profit through 
the good will gained thereby. 





Business Is Improving —Why Delay Action Any Longer? 
Send For Our Man Now— You and Your Members Will Profit! 





Can You Afford to Be Without This System? The Cost Is 
Only About $1.00 Per Day For Each Store Connected! 


DEPENDABILITY 


ECONOMY 


SERVICE 


TELAUTOGRAPH CORPORATION 


FACTORY AND GENERAL OFFICES: 16 WEST SIXTY-FIRST STREET, NEW YORK, N. Y. 


10 


The CREDIT WORLD 











An Analysis of 
Interest-Charging Plans 


By L.M. JAHN 


Credit Manager, Sakowitz Brothers, Houston, Texas; 
Director, National Retail Credit Association; 
Director, Retail Merchants Association of Texas 





Based on Reports From Seven Cities in the United States and Canada = 
Interest-Charging (or “Carrying-Charge’”’) Plans Are Now in Operation 





practicable standpoint possible. What I would like to 
bring out are the facts that have been developed by 
the experience of those communities which have tried 
out such a plan. 


WOULD like to approach this subject from the most 


Credit men are interested in facts. 
Whatever theories we may hold, or have held, regard- 
ing the advisability or practicability of charging interest 
on past due accounts, we can’t fail to be interested in 
learning how these theories have worked out in practice. 

With this in mind, I wrote to the National office and 
requested that I be furnished with the name of every city 
that had placed in operation such a plan, and especially 
requested that I be furnished with any instance of where 
any such plan had been instituted and later discontinued. 


What we would like to know is: 


1. Is it fair and just to require those customers who 
ride their accounts beyond the specified terms of sale to 
reimburse the merchant for the interest which he is re- 
quired to pay to carry them? On this point we are all 
agreed. 


2. Will the merchant derive sufficient revenue from 
this charge to make it worth while? 

3. What effect, if any, will the plan have on his sales? 

4. What effect, if any, will it have on his collections? 

5. What will be the cost of operation? 

Instead of giving you my opinion on these points, which 
would be worth nothing to you, I am going to give you 
the answers to a questionnaire sent to the leading credit 
men in seven cities in the United States and Canada 
which actually have a plan of charging interest on past 
due accounts in operation: 

1. How long has a plan of charging interest on past 
due accounts been in effect in your city? 


25 years in one store 


Poesie, OE. 7 years as a community plan 
Cleveland, Ohio: 1 year 

Salt Lake City, Utah: 1 year 

Cedar Rapids, Iowa: 9 months 

Wheeling, W. Va.: 2 years 

Youngstown, Ohio: 2% years 

Ottawa, Canada: 9 months 
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2. What per cent do you charge? 


Peoria: 
Cleveland : 

Salt Lake City: 
Cedar Rapids: 
Wheeling: 
Youngstown: 
Ottawa: 


of 1% per month 
of 1% per month 
of 1% per month 
of 1% per month 
of 1% per month 
Y% of 1% per month 
1% per month 


mt Net Nt Qe le 
RK WN DN DN 


3. Do you have a monthly minimum charge? If so, 
what amount? 


Peoria: 15c 
( 25c per month on balances under $50 
| 25c every 2 months on balances under 
Cleveland: J $25 
25c every 3 months on balances under 
$10 
Salt Lake City: 10c 
Cedar Rapids: 10c 
Wheeling: No minimum charge 
Youngstown: 10c 
Ottawa: No minimum charge 


4. At what age of the account does the interest charge 
begin (when the account is 30-60-90 days old)? 


Peoria: 60 days old 

Cleveland: 90 days old 

Salt Lake City: 60 days past due 

Cedar Rapids: Customers are given 90 days in which 
to pay the account—if not paid 
within that period, interest is 
charged from the tenth of month 
following purchase 


Wheeling: 90 days and then retroactive for 30 
days 

Youngstown: 90 days and then retroactive for 60 
days 

Ottawa: 60 days 


5. What percentage of your customers closed their ac- 
counts because of this charge? 


Peoria: 
Cleveland: 

Salt Lake City: 
Cedar Rapids: 


Negligible 

Negligible 

11 out of 35,000 accounts 

None that we have any knowledge of 


Wheeling: Too small to figure 
Youngstown: 10 out of 26,000 accounts 
Ottawa: Negligible 





6. What percentage indicated their disapproval of such 


a charge? 
Peoria: Too small to be noticed 
Cleveland: About 1% 


Salt Lake City: Less than 100 out of 35,000 accounts 
Cedar Rapids: |About one-half dozen 


Wheeling: Too small to figure 
Youngstown : Too small to figure 
Ottawa: Negligible 


7. What percentage indicated their approval? 


Peoria: A much larger number 
Cleveland: No estimate 


Salt Lake City: About 5% 


Wheeling: A substantial number 
Youngstown: A great many 
Ottawa: No estimate 


8. What revenue is derived from this charge per 


$100,000 of accounts receivable outstanding? 


Peoria: $800 to $900 

Cleveland : One-fifth of 1% 

Salt Lake City: $200 per month 

Cedar Rapids: About 1 per cent 

Wheeling: A tidy sum—never figured the per- 
centage 

Never figured the percentage 

Very sizeable amounts 


Youngstown: 
Ottawa: 

(I am afraid this question was not fully understood, 
although there would be some discrepancies due to the 
length of time allowed before starting the interest charge 
and depending upon the size of the minimum charge.) 


9. What is the average cost per item in posting interest 


charge? 

Peoria: The same as posting any other charge 
—no extra help is employed 

Cleveland: About 4c per item—no extra help 


required 
Salt Lake City: Very littl—no extra help necessary 
Cedar Rapids: No extra help required 
Wheeling: No extra help required 
Youngstown: About 2c per posting—no extra help 
required 


Ottawa: No extra help required 


10. Do all the larger stores in your city that do a 
charge business adhere to this plan? 

All answered “yes” except Ottawa where one store 
does not cooperate. 

11. Do you believe the plan would be successful if one 
or two of the larger stores failed to cooperate? 


Peoria: Opinion divided 

Cleveland: No 

Salt Lake City: Opinion divided 

Cedar Rapids: Yes—cites a store in Davenport, Iowa, 
which has successfully “gone it” 
alone for years 


Wheeling: Doubtful 
Youngstown: Doubtful 
Ottawa: Yes 

12 


12. Is there another city of about equal size within 


easy shopping distance of you, which does not make an 
interest charge? If so, do your customers go there to 


shop to avoid paying the interest charge? 


We do not believe customers charge 
elsewhere because we charge in- 
terest 

Cleveland : No cities close by 

Salt Lake City: There are two large cities 20 and 30 
miles away; customers do not go 
there to shop to avoid interest 
charge 

There are cities of about equal size 
close by but our customers do not 
go there to escape interest charge 

Yes—Pittsburgh is close, but customers 
do not go there to shop to avoid 
interest charge 

No cities close by 


Peoria: 


Cedar Rapids: 


Wheeling: 


Ottawa: 


13. What effect does charging interest on past due bal- 
ances have on your collection turnover? Are collections 
speeded up or do your customers take more time because 


they are paying you interest? 


Peoria: Speeds up collections 

Cleveland: Tendency to speed up collections 

Salt Lake City: Speeds up collections; has caused de- 
cided improvement 

Aids collections 

Speeded up collections; our collection 
turnover has improved 

Making a better collection turnover 
than other cities in locality since 
adopting plan 

Visibly increased 


Cedar Rapids: 
Wheeling: 


Youngstown: 


Ottawa: 


14. From your practical experience with the plan, do 


you consider it a success? 


Very much so; would not think of 
making a change 

Cleveland: Yes 

Salt Lake City: Yes 

Cedar Rapids: Yes 


Peoria: 


Wheeling: Yes 
Youngstown: Yes’ 
Ottawa: Results exceeded all expectations 


15. Would you make any changes if starting a new 


plan? 


Peoria: No 

Cleveland: No 

Salt Lake City: Would charge 1% per month instead 
of % of 1% 

Would shorten time before starting in- 
terest charge; present plan was 
agreed upon as a compromise 


Cedar Rapids: 


Wheeling: No 

Youngstown: Would consider making charge of 1% 
per month instead of % of 1% 

Ottawa: No 


16. Do you know of any stores or communities who 
have tried out a plan of charging interest on past due ac- 
counts and later discontinued it? 

All answered “no.” 
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In analyzing the reports received, original copies of 
which are available to anyone who would like to see 
them, I find that in many communities, in order to get 
all the stores to cooperate, compromises were necessary 
which hindered the best workings of the plan. For in- 
stance, it seems to be generally agreed that ninety days 
is too long to wait before starting the charge. We find 
one city making a carrying charge of 1 per cent per 
month with exceedingly good results to the merchants and 
without complaint from the customers. Also in Youngs- 
town, Ohio, and in Salt Lake City, where the plan has 
been in operation some time, the credit men advise that 
if formulating a new plan, they would consider placing 
a carrying charge of 1 per cent instead of one-half of 
1 per cent per month, thus doubling the revenue avail- 
able to the merchants and creating an added incentive for 
prompt settlement of accounts. 

Question No. 8—‘‘What revenue is derived from this 
charge per $100,000 of accounts receivable outstanding?” 
was an unfortunate one. Such figures were not available, 
and the credit men and secretaries interviewed would not 
make the necessary calculations. 


In order to satisfy myself, however, I attempted to 
determine the actual revenue that a merchant would de- 
rive from a charge of one-half of 1 per cent per month 
with a minimum charge of 10c on a charge business of 
$1,000,000 per year, beginning the charge when the ac- 
counts are 30 days past due, and having an average col- 
lection percentage of 3314 per cent. I found upon actual 
count of our statements for one month that 60 per cent 
of them carried balances of less than $20, and this 60 per 


cent of the statements only accounted for 20 per cent of 


the volume of the amount outstanding. 


With a minimum charge of 10c placed on these ac- 
counts, an annual revenue of $13,610 would be avail- 
able. If a 1 per cent carrying charge should be placed 
on all accounts thirty days past due, the revenue would be 
doubled. If the charge is started when the account is 
60 days past due the revenue would be reduced. Mr. 
Pfau, Credit Manager of Strouss-Hirshberg Company 
of Youngstown, Ohio, advises that their annual net rev- 
enue charging one-half of 1 per cent per month and start- 
ing their charge when the account is 60 days past due is 
approximately $12,000. In normal times this revenue 
will more than offset the total loss from bad debts. 

I am informed that a plan of placing a carrying charge 
or charging interest on past due accounts is now being 
actively considered by such cities as Minneapolis, Boston, 
New York City, St. Louis, San Francisco, and many 
others. 

The principle was unanimously endorsed by the Na- 
tional Retail Credit Association in convention at Wash- 
ington, D. C., in June, 1932. It has also been endorsed 
by the National Dry Goods Association and by the Con- 
troller’s Congress. 

In my opinion retail credit has given a pretty fair 
account of itself during this depression period. I believe 
we have learned our bitter lesson about competing in 
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terms. I recall four large stores in our town that tried 
to promote an unhealthy volume through “10-pay” plans 
and various other methods of competition in terms and 
they all are now in bankruptcy or out of business. 


I believe that we are going to be smart enough to take 
advantage of this chastening to solidify our ranks, weed 
out practices that are unsound and substitute in their 
place principles and practices that have been demonstrated 
fair to all concerned and that produce a profit for the re- 
tail stores. 


» » » 


Miss Bess Havens Honored 


Miss Bess R. Havens, Manager of the Credit Bureau 
of the Binghamton Chamber of Commerce, Binghamton, 
New York, has been appointed Chairman of the Na- 
tional Credit Women’s Executive Committee of the Na- 
tional Association of Credit Men (Wholesale). 

Miss Havens is one of the few credit bureau secre- 
taries who supervises both retail and wholesale credits in 
her community. She is active in both the Retail and 
Wholesale Associations and attends the National Con- 
ventions and Regional Meetings of both. 


» » » 


Nebraska State Credit Convention 
November 19, 20, 21 


These officers of the Retail Credit Association of North 
Platte, Nebraska, are working hard to make the State 
Credit Convention, to be held in North Platte, November 
19, 20, 21, a great success. Seven hundred credit managers 
in the state have been invited and an excellent program 
has been prepared. 





Those in the picture are—Standing (left to right): 
Vernon H. Kuhns (Director), Credit Manager W. R. 
Maloney Co.; Geo. B. Porter (Secretary), Manager The 
Credit Bureau; Charles Leth (President), Credit Mana- 
ger Hendy Ogier Auto Co.; Roy L. Pound (Director), 
Credit Manager North Platte Loan & Finance Co. 





Seated: Miss Gertrude Streider (Vice-Pres.), Credit 
Manager Northwestern Public Service Company; and 
Mrs. Ethel Hood (Treasurer), Credit Manager O’Con- 
nor’s Department Store. 





Are You Training Your 
Customers to Be Bad? 


By H. PAUL KEGLEY 


OME time ago, a magazine article entitled “dre 
You Training Your Child to Be Bad?” was pub- 
lished. It began in this way: “It seems absurd to 

talk about training a child to be bad when we know that 
parents direct all of their efforts toward training their 
child to be good. But the fact remains that many well- 

















“possibly the child continues to misbehave simply be- 
cause it is being taught to be bad.” 


meaning parents do their best to train their children prop- 
erly, and in spite of all their efforts, the children not 
only continue to misbehave, but actually develop new 
faults. 2The common practice is to blame heredity. Per- 
haps the child’s ancestors are not to blame after all and 
possibly the child continues to misbehave simply because 
he is being taught to be bad.” 

Teaching is usually considered solely as a direct, in- 
tentional and formal means of communicating knowledge, 
but in the light of psychological analysis it is found to 
be a continual process which includes not only the inten- 
tional methods but all of the side effects of formal edu- 
cation. Sometimes side effects are noted in the reaction 
to the example which is set for children, and sometimes 
it is observed that the child is doing something quite con- 
trary to instructions. 

This is because of the reaction to another stimulus 
than the one intentionally offered. Perhaps you have 
seen a trick animal in vaudeville doing the most impos- 
sible mathematical problems; what he really is doing, 
however, is responding to something of which the audi- 
ence is not aware. This illustrates in an inverse manner 
how humans and animals may react to an apparent stim- 
ulus. 

This indirect type of training which psychologists so 
often find in the problem cases of child life is the iden- 
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tical type of training which merchants sometimes use to 
train their customers to be unprofitable. Carelessness in 
requiring compliance with terms of sale “conditions,” a 
careless or unprofitable response in meeting the obliga- 
tion. This trains the customer to adopt that type of be- 
havior as surely and as effectually as the carefully super- 
vised method begets more prompt and more profitable 
responses. 

The psychologist has shown beyond doubt that the bad 
child is the result of careless or ignorant training. By 
the same token, it is charged that many of the abuses 
which the credit man blames on the customer, should in 
fact be charged to those who are careless in the regula- 
tion and supervision of the customer. Plainly stated, 
the credit man is to blame and not the customer. 

In merchandising there are many abuses or bad habits 
that have become fixed by this indirect method of train- 
ing. In credit work some of the representative prob- 
lems are: Excessive amounts of returned goods, taking 
discounts after the prescribed date, taking of unauthor- 
ized discounts, making arbitrary deductions, credits or 
other settlements. 

The matter of “return goods” has been studied from 
different angles, the most common of which is by the 
use of statistics. The extent and cost of this abuse is 
known nationally, locally and by the most alert stores, 
individually. 

It has even been attacked by direct advertising appeal 
to the public. Not long ago, a retail merchants credit 
association carried a large advertisement in a metropoli- 
tan newspaper requesting cooperation to the reduction of 
this evil in merchandising. Few indeed are the indi- 
viduals to whom this would appeal. 

This should be a matter of management and policy of 
the store or merchant. If a store wishes to sell some- 
thing at cost, at a loss, or even give it away, such pol- 
icies do not move the public to tears. In fact, merchants 
are the first to take advantage of bargains and oppor- 
tunities and should appreciate that such abstract appeals 
are practically valueless. 

These abuses can be observed with profit by noting 
their origins. In regard to the excessive returning of 
goods it has been a fact that customers have been openly 
requested to make use of this privilege. In other in- 
stances they have been impliedly asked to use the con- 
venience, regardless of who was in error. 

Even when the customer is in obvious error, many a 
merchant, or his representative, lacks the courage or 
judgment, or perhaps has not the diplomatic ability to 
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refuse to accept the returned goods. In effect instead 
of making an equitable settlement he takes the line of 
least resistance. 

In the above-mentioned “returned goods” evil there 
are several ways to attack the problem. In the first place 
it is a personnel problem of selecting salesmen with an 
intellectual capacity equal to the task and with person- 
ality factors desirable for sales work. Next, there is the 
matter of training the salesmen in these matters to keep 
returned goods at a minimum. 

Salesmen, being typically human, may take a line of 
least resistance rather than render the greatest possible 
service at the time of the sale. The principle of a sale 
should be that it is not a satisfactory sale until the article 
is paid for and the store has made a profit on the trans- 
action, with due consideration to “good will.” 

In the second place there is control of the customer by 
direct methods, one of which is the specific charge for 
restocking the goods unless the selling company is in er- 
ror. Another means is the establishment of maximum 
standards of amounts of goods which can be taken back, 
considering the type of account. 

There are subtle methods such as mildly annoying the 
more serious offenders. Besides returning the goods to 
the “Exchange Desk” to determine the condition and see 
if the merchandise came from the store in question, the 
customer is asked to go to the department manager for 
his sanction and finally to the cashier or credit depart- 
ment for cash or credit memorandum. Such mildly an- 
noying situations cannot but have their value in displac- 
ing the abuse of needlessly returning goods. 


The psychological principle underlying satisfying and 


annoying states are known as the Law of Effect formu- , 


lated some twenty years ago by one of the outstanding 
American psychologists, E. T. Thorndike. Briefly, we 
tend to stop those activities which are annoying and pain- 
ful, and we tend to repeat those which are accompanied 
by pleasure. 

One of the underlying causes of these credit problems 
is the slogan, “The customer is always right.” It will 
probably be looked back upon as one of the merchandising 
fallacies of the past decade. On close examination it is 
found to be one of those “half-truths,” that like many 
stereotypes or slogans, are dangerous if accepted in total 
and without analysis. If the use of such slogans can 
be regarded as possessing solely advertising values and 
were to be accepted only by the public and not the man- 
agement, many of our credit problems would not exist 
today. 

It has long been known that it is impossible to give 
the customer, or the public generally, a free lance in 
credit matters. There are thousands of people with crim- 
inal propensities who must be segregated into penal in- 
stitutions, and that there must be laws to control the 
anti-social proclivities of others is sufficient evidence that 
control of the habits must lie with the merchant and not 
with the public. 

Honesty is one of the major factors in human beings 
which we have learned to recognize to be of salient im- 
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portance in credit work. It is an attribute that exists 
in all degrees in human society from the aesthetically 
honest through to the confirmed criminal. Perhaps the 
best psychological classification of this trait will be found 
in Rosanoff’s Manual of Psychiatry, Sixth Edition, p. 
177, which was given at some length in the July issue of 
this magazine. 

Briefly, Rosanoff finds that there are individuals of 
three types: ‘aesthetic ethics,” “ethics of prudence,” and 
of “imposed ethics.” The first “turns away from 
thoughts of deception, theft, dishonesty, or any other 
moral filth just as he might, from inherent aesthetic re- 
pulsion, turn away from a foul smell.” The second 
“turns away from unethical behavior not from an aes- 
thetic aversion, but because of a conviction that, in the 
long run at least, it does not pay.” The third “has no 
aesthetic aversion to unethical behavior, and he regards 
the maxim of prudence with cynicism. If he refrains 
from anti-social acts, it is only when the risk involved is 
too great and too immediate.” 

The inquiry into the origin of the mechanisms and the 
manner in which abuses are learned may aid in effecting 
a means of coping with them. ‘The average person has 
little idea how easy it is to impose on merchants, espe- 
cially some of them. Surely employees in the credit de- 


partments have seen customers succeed in evading their 
obligations many times, but it takes something more than 
knowledge that it might work, and how to work it to 
prompt such anti-social behavior. 


“One of the underlying causes of these credit problems is 
the slogan: ‘The customer is always right’... one of the 
merchandising fallacies of the past decade.” 


The individual who has learned to take advantage 
must have learned his misbehavior either by observation 
of another’s success therein, in his own family or perhaps 
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HIS month’s problem for The Credit Clinic: 

“Which do you prefer—and why—the dual 

or unit posting system of billing?” was re- 
ferred by your editor to credit executives of 
twenty-five of the leading department stores 
throughout the country. The replies showed a 
surprising preponderance of opinion in favor of 
the unit system: Out of twenty-five replies, two 
used a “semi-dual,” only four use or favor the 
dual system and out of these four, one is now 
changing over to the unit system, another 1s con- 
sidering changing to the photographic (unit) sys- 
tem of sending out photographic copies of ledger 
sheets as customers’ statements. 

Out of the twenty-five, nineteen—or 76 per cent 
—prefer the unit system, many having changed 
over, in recent years, to the unit system from the 
dual system. 

Replies were so voluminous that we can only 
reprint here extracts from the various opinions: 


From a Dual-User (California) 

We use the dual system of posting for the reason that 
we believe whatever additional expense that entails (and 
it is doubtful whether or not it entails any additional 
expense) is more than offset by reduction in bill ad- 
justing and in customers’ satisfaction due to fewer in- 
correct bills being rendered. 


From Another Dual-User—Considering 
Changing to Unit System 

There is so much to be said in favor of both unit and 
dual plans of bookkeeping that our answer must neces- 
sarily be only an expression of opinion. The question 
was considered rather fully at the Controllers’ Congress 
a year ago when it was decided that (1) the dual has 
no advantages over the unit system, (2) the cost ot 
operation is usually greater for dual, and (3) less error 
will be made under dual than under unit plan. Contra, 
it is our belief that the costs are about the same and the 
matter of error is a question of supervision. 

We operate under the dual plan, giving double check 
against error and proof of balance. From time to time 
we have investigated other systems and are now look- 
ing into the possibilities of a new unit system. 
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The CREDIT CLINIC 


... A “give-and-take” page, wherein readers 
may ask——and answer—questions about their 
credit and collection problems and solve them 
in the laboratory of practical experience .. . 


One Now Changing Over From Dual to 
Unit System 

We have operated, for many years, on a dual plan of 
installation. Now we plan to operate on the unit plan, 
with a continuous ledger sheet system, for the present, 
which we may change to the fold-over bill system at a 
later date. We feel that there is no question of con- 
siderable saving in changing over from the dual to the 


unit system. 


And One “Semi-Dual’”’ User— 

We are using a semi-dual system that is working very 
satisfactorily. Unlike the complete dual system, it ob- 
viates the necessity of picking up the balances on the 
statements at the beginning of each month, thereby mak- 
ing it unnecessary to post the cash on the statement. Our 











HIGH LIGHTS OF THE UNIT vs. DUAL SYSTEM 
INQUIRY 


Twenty-five department store executives were 
asked: “Which do you prefer—and why—the dual or 
unit system of billing?” 


Out of 25—19 prefer “unit” system. 


— 4 use or prefer “dual” system, but 
of, the four—one is now changing 
to unit—another is considering 
change. 


— 2 use a “semi-dual” system. 


Confidential replies indicate surprising preferences 
for certain types of billing machines—with one make 
as a leader, but with another make fast forging ahead 
in preference. 


Cheering news: Department stores are buying 
equipment again! One credit department has just 
bought new billing equipment—one just changing to 
a new type of equipment—another ordering 20 new 
billing machines—two considering changes—one is 
“now in the market”! 

Credit executives, contemplating new equipment, 
may have a confidential report on this phase of the 


inquiry by making a personal request for same. 





—D. J. Woodlock, Manager Treasurer, 
National Retail Credit Assn., St. Louis, Mo. 
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system also is a check on posting to the wrong account. 
When closing the statements at the end of the month, 
any unpaid balances are added as “Account Rendered.” 

This procedure places in the hands of our charge cus- 
tomers a statement which is much easier for the average 
person to understand. Accounts that are paid in full 
each month show only the purchases and merchandise 
returned items for the current month. 


Then the “Unit-System” Users Have 
Their Say 

Then follow the replies of “Unit System” ad- 
vocates, from various states throughout the coun- 
try. As most of the answers received were con- 
fidential communications, we are withholding 
names and addresses, and showing only the states 
from which replies were received: 


We are operating under the unit plan which is quite 
satisfactory. We believe, as there is no duplication of 
work, this is a very economical method of keeping Ac- 
counts Receivable accounts. In making comparison with 
stores who are using the dual plan, we find that the 
number of errors, that is, posting to wrong accounts or 
wrong amounts, etc., is no more with our set-up than 
with the dual system. We believe, however, that a lot 
of this efficiency is due to the selection and training of 
bookkeepers. We are very careful to employ a very high 
type of individual as bookkeepers in the Accounts Re- 
ceivable Department.—(4 California Comptroller.) 


* * * * * 


Our experience with the unit plan dates from about | 


1917. We have continued to use this system without 
interruption from that time to date. 


While there are advantages to both systems, we have 
found the unit system much less expensive and cumber- 
some than the dual system would be, and also well 
adapted to our use, as we have the billing office im- 
mediately adjacent to our electric authorizing board, and 
are thus able to authorize, where necessary, direct from 
the ledger. This, of course, is a big advantage, especially 
in a city where we open many $40 and $50 limit ac- 
counts and, if our ledgers were not near our authorizing 
board, the dual system would, of course, be more or less 
necessary. 

The writer has not gone into the details of the dual 
system in the last few years, as we had no inclination to 
“junk” our present equipment. We are typing about 
22,000 bills per month with six to seven operators and 
we have never seen statements from any store which look 
(A District of Columbia Store 





better than ours. 


Owner.) 
* * * *& © 


I prefer the unit plan in our business for the follow- 
ing reasons: 


1. Being more or less a specialty store we do not have 
as many items per month as the ordinary department 
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store. The unit card, therefore, gives us the history of 
an account for several months, sometimes for several 
years. 


2. On account of limited space, it does not require the 
filing space necessary for housing duplicate bills. 

3. It is much easier discussing an account with a cus- 
tomer to have the compact details on a single card or 
ledger sheet. 

4. It gives a better control on excessive returns. 

5. It reduces the number of books to be balanced. 

6. It does not give as good a collection record as the 
dual system, but the other advantages offset this, and 
collection is handled without difficulty—(4 Massachu- 
setts Credit Manager.) 


> * * * * 


For several years and up to June, 1932, we operated on 
the dual plan of billing. Since June, 1932, we have 
operated on the unit plan. 

The advantages and disadvantages of each system as 
we have found them through practical experience are as 
follows: 


DUAL PLAN ADVANTAGES 


1. Practically “fool proof” in furnishing the customer 
an accurate statement. With the biller and poster each 
balancing to predetermined totals it is virtually impos- 
sible to post to the wrong account, the only exceptions 
being either where the proper and incorrect accounts 
both carry clear balances or like amounts to be brought 
forward. 

2. Of minor importance is the saving in ledger sheets 
and filing space through the use of “skeleton” billing on 
the dual plap. 


DUAL PLAN DISADVANTAGES 


1. We have found since changing to the unit plan that 
it required at least 25 per cent additional personnel in 
our Billing Department under the dual plan. 

2. Our Collection Department works directly from 
the ledgers in their follow-up. The skeleton ledger does 
not permit the ability to analyze “overbought” accounts 
as thoroughly as does the itemized ledger. 

3. The Bill Adjusting Department, under the dual 
plan is required to keep monthly duplicate statements of 
all active balances. This requires a very definite amount 
of clerical work. In the event a customer requests an 
itemized statement for several months back it is necessary 
to draw each month’s duplicate statement to prepare it. 
Also, the filing of the monthly duplicate bills is gen- 
eraliy a real problem in providing adequate space. 

4. The Authorization Department is able to work 


more intelligently with the unit plan on restrained and 
closed accounts. 


UNIT PLAN ADVANTAGES 

1. Operating expense at least 25 per cent lower. 

2. Less machines and operators required. 

3. Itemized ledger permits thorough analysis of ac- 
count. 

4. Eliminates the use of the duplicate bill. Bill ad- 
justing clerks able to complete adjustments more rapidly 
with itemized ledger. Requests for itemized statements 
easy to comply with. Filing space conserved by elimina- 
tion of duplicate bills. 

5. Authorization Department is able to pass on “refer” 
accounts faster and more intelligently. 

(Continued on page 20.) 





anta Barbara Adopts 
Community Credit Policy 


By C. W. REMELE 
Manager, Merchants Credit Association, Santa Barbara, Calif. 


ANTA BARBARA has made a start toward the 
establishment of a recognized Community Credit 
Policy. ‘The rules have been adopted, some pub- 

licity has been obtained, and now will come the long 
process of educating the consumer (and incidentally some 
of the merchants) to cooperate in the plan for the benefit 
of the community. 

In some ways the situation in our locality is a little 
peculiar. The Retail Distribution Census shows that 
annual per capita purchases in Santa Barbara are 70 
per cent higher than the average for all of California. 
The figures in dollars are $960 for Santa Barbara and 
$565 for the State. 

This means that the average charge account here is 
considerably larger than elsewhere. Presumably, this is 
because we have a large number of wealthy people, many 
of them retired, who maintain extensive estates and 
whose standards of living are far above the .average. 

The consequence is that for many years the majority 
of the merchants have looked only at the large amount 
of business transacted with particular customers—disre- 
garding the fact that the account that is too slow will 
yield no profit no matter what the volume may be. 
Leniency with collections has been the rule rather than 
the exception. 

The Board of Directors of the Merchants Credit As- 
sociation decided it was time to take steps to remedy this 
situation by concerted action. A committee was ap- 
pointed and after several meetings the code shown at the 
right was drawn up. 

These rules have been officially adopted by the Board 
of Directors. Ninety-five leading merchants have signed 
the following agreement: 


We, the undersigned merchants, members of the Mer- 
chants Credit Association of Santa Barbara, believing in 
sound credit methods and desirous of continuing to render 
service to our clientele by the extension of the conveni- 
ence of the charge account privilege, hereby subscribe to 
the following code and agree to adhere to its provisions: 
(The code as quoted above follows.) 





—————EEEEEE 





POSITION WANTED 
Wanted: Position as accountant, credit-col- 
lection manager. Several years’ experience. 
Southern territory preferred. Address J.W.F. 





c/o “The Credit World.” 








Large printed cards bearing copies of the Community 
Credit Policy in full are being supplied to each store for 
display in its Credit Department. Small inserts for use 
with delinquent statements read as follows: 

CHARGE ACCOUNTS are a part of each store’s 
service to its customers for their convenience. They are 
payable on the first of each month, although not consid- 
ered delinquent until after the tenth. 

These terms have been adopted by the merchants of 
Santa Barbara as a COMMUNITY CREDIT 
POLICY—your co-operation is requested. 

Merchants Credit Association of Santa Barbara 

There is nothing particularly new in our code, but we 
feel that the moral effect of having the rules set forth in 
definite form will have a cumulative influence in bolster- 
ing up the policy of the weaker merchants. 

We realize of course that so far wé have gone only a 
short distance along the road toward real community 
control of credit. But we believe we have started in the 
right direction and we intend to keep on going. 








Community Credit Policy of 


Santa Barbara 
The undersigned merchants, members of the Mer- 


chants Credit Association of Santa Barbara, believ- 
ing in sound credit methods and desirous of con- 


tinuing to render service to their clientele by the ex- 
tension of the convenience of the charge account 
privilege, hereby subscribe to the following code and 
agree to adhere to its rulings: 

I. Credit on opeti account shall be liberally ex- 
tended to all customers whose credit standing, based 
on current information, establishes them as desirable 
risks. 

II. Monthly charge accounts are a part of the 
store’s regular service. They shall become due (un- 
less shorter terms are arranged) on the first day of 
the month following that in which purchases are 
made, although not considered delinquent until after 
the tenth of the month. Longer terms on open ac- 
count shall not be offered by advertisement of any 
kind. 

III. New customers shall as a rule be expected to 
make application for a charge account in regular 
form. (The application blank furnished by the Mer- 
chants Credit Association, or other approved form, 
should always be used for this purpose.) All new 
accounts shall be cleared through the Merchants 
Credit Association before they are formally opened. 

IV. This set of rules shall be known as the Com- 
munity Credit Policy. 
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The Way To Go— 


In the circles of the well informed, it has generally 
been accepted as fact that the present upheaval in the 
financial and business world has not been paralleled in 
history. But this fact does not alarm sons and daughters 
of the “Pilgrim Fathers.” The inspiring story of the 
life and struggles of those noble pioneers is well known 
to every American. 

History, since that time, is fraught with accounts of 
turmoil, strife, and its attendant sacrifice. It is likewise 
true of the history of every nation. Progress in any 
endeavor is made through hard work, courage, an in- 
violate faith in each other and the ultimate rightness of 
things. 

Yet, about us everywhere we encounter our greatest 
common enemy, fear. What have we, as a nation, to 
fear? Behind us, the inspiring example of our forbears, 
ahead, the promise of a people who have not yet known 
defeat; the opportunity to earn more completely the repu- 
tation we so proudly cherish, the “greatest nation on 
earth.” 

But, you ask, “What of our personal problems, our 
problems as credit executives?” “In the future, what 
part will credit play in the transaction of business?” 
These are, indeed, timely questions. The situation is one 
which commands sober thinking and farsightedness. “The 
individual business must form its policy to fit its individ- 
ual needs, remembering the best interest of the com- 
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“PROMPT PAY” 
INSERTS 


Inoffensive—in polite, polished wording, they 
show the customer the bright side—the ad- 
vantage of paying promptly. You can en- 
close them with all your statements without 
hesitation—without fear of offending any one. 


Size 3% x 6—in two colors.—$2.50 per 1,000 


Order From Your Credit Bureau 


munity. The opportunity of the credit manager to prove 
his, or her, real value has never been as great. 

And with what confidence can we face our job. The 
National Retail Credit Association—with its various 
units—stands as a lighthouse, casting its beacon rays to 
all parts of our country. The work of the “Trail 
Blazers” in credit organization has not been in vain; 
they have labored untiringly and builded well a struc- 
ture that in this emergency stands unshaken. Equipped 
thus, we move constructively forward serving our em- 
ployers and the public more efficiently than before. 


The past has been beset with pitfalls to be sure, but 
our mistakes will have made for greater efficiency. Nor 
do I wish to be interpreted as believing we are not faced 
with a difficult problem; on the contrary, it is probably 
the most formidable yet encountered. 

It is infinitely wiser to analyze the situation, accept it 
for what it is, and tackle it cheerfully, and optimistically. 
That is plainly our duty. Close fraternity with our fel- 
low-credit workers, constant study of the problem at 
hand, must bring successful results. 

This is not the time for halfway measures; it is no 
time to entertain fear. Let us be alert as an organiza- 
tion, and as members of that organization, working un- 
selfishly for the best interest of all—with unshaken faith 
in our Government, ourselves, and the success of our 
undertaking—Miss Stella Comer, The M. M. Cohn 
Company, Little Rock, Arkansas. 
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And he who justifies that faith, who 
pays his bills according to rerms 
and promises, builds a credit record 
that is priceless, 









Credit, never abused, is never refused. 
Pay retail bills prompely 
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(Continued from page 17.) 
UNIT PLAN DISADVANTAGES 
1. There is no question but that the unit plan will 
produce more errors in posting to the wrong account. 


However, we believe this can be controlled, and if prop- 
erly supervised it need not become a major problem. 

2. Of rather minor importance is the increased cost 
in additional ledgers used and number of forward sheets 
to be stripped and filed under the unit plan. Also, the 
additional number of binders necessary.—(A California 
Credit Manager.) 


* * ” * 

We use and prefer the unit plan: In the first place, the 
unit plan making the ledger sheet a carbon copy of the 
bill which is sent to the customer, gives you at a glance 
for any review at any time a complete picture of what 
was sent to your customer and leaves no room for doubt 
on that score. This information is so much more easily 
accessible than to run to another file for a copy of the 
bill that might have been rendered, that I think it lays 
away and above over any arguments against the unit 
plan. 

The dual plan on the oother hand has as its out- 
standing advantage from my point of view the oppor- 
tunity more readily to see a complete credit picture of 
your account, such a plan, obviously, carrying ony one 
line for each charge entry as well as each credit entry, 
enabling you to have a very much longer history of an 
account on a single sheet of ledger. 

An argument often advanced in favor of the “dual 
plan of keeping these accounts is the elimination of so 
many bookkeeping mistakes, the thought being that the 
billing clerk’s record could be used as a check against 
the bookkeeper’s in a way to obviate practically all errors. 
However, when our experience here establishes that we 
have less than one error in every ten thousand (10,000) 
items of posting, I think it can very well be accepted 
that it is possible to run the unit plan without excessive 
bookkeeping errors. 

From the standpoint of cost, I rather think that the 
unit plan far overlaps that of the dual, our experience 
going to show that it costs 60c to 80c per one hundred 
(100) postings, which I think is a very low cost.— 
(Maryland Credit Manager.) 

** * & & 


The unit plan appeals to us because of the savings 
resulting from fewer machines and operators than is re- 
quired where the dual plan is in use. The unit plan 
eliminates the necessity of two set-ups, one for the ledger 
and one for the statement. 

Those using the dual plan say that the reason for its 
use is the protection it affords against postings to the 
wrong accounts, etc. 

Under the unit plan, the errors can be controlled by 
It is true that even with the bonus 
there is no assurance of the complete elimination of all 


a bonus system. 


errors—still the savings under this arrangement cannot 
be overlooked. 
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If the dual plan offers no other claim than the elimina- 
tion of postings to the wrong accounts, it strikes me that 
it is ridiculous to spend the money for this unit in a 
system when no dual set-up is provided to stop errors in 
taking the customer’s order, delivering the wrong mer- 
chandise, lost merchandise, failure to fill order, etc.— 
(An Office Manager, Washington State.) 


« * * * * 


After considerable research and visits to other stores, 
using the dual and unit system, it was definitely decided 
on the unit plan. It is much less expensive and the only 
argument in favor of the dual system is that it is safer, 
inasmuch as you have a double check on all postings, 
whereas with the unit system each item is posted and 
that is the end of the operation—(A Credit Manager, 
New York.) 








Well? --- 


What Is Your Problem? 


Or haven't you any problems? 
Or are you bashful? 

Or tongue-tied ? 

Or—well, what is wrong? This 
Credit Clinic is your page—to 
help in your problems—for 
small retailers as well as large— 


for little problems as well as 
big ones. 


But—your editors are not mind- 
readers—what are your prob- 
lems—and how can we help 
you? a 





All you need is the inclination—two 
minutes—and a three-cent stamp. 


And, “brickbats or flowers,” let 
them come—say what's on your mind 
—Just so you say something! 

The Editors, 
The Credit Clinic. 
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This Month's Problem: 


Aging of Accounts 


This is a question “always before the house”: 
“Who has developed a ‘perfect’—workable— 


understandable—accurate—system for aging 
accounts?” 


That’s a perplexing problem—one that always 
seems to be a subject of controversy among 
credit executives. Let’s have some interested 
discussion and work it out!—D. J. W. 








The difference between the unit and dual systems is 
that in the unit system the statement, ledger, and proof 
sheet are made in one operation; while in the dual system, 
the debits and credits are entered on the ledger and proof 
sheets only, and the statement is made up at the end of 
the month. 

The advantages of the unit system are that it saves 
time by making the three copies (ledger, statement, and 
proof) in one operation, and the statement is available at 
any time during the month that the customer might want 
it. The only disadvantage that I can see would be a 
small waste of stationery caused by balanced accounts 
(which, of course, are not mailed to the customer). 

Business firms who do not mail statements to all their 
customers could probably use the dual system to better 
advantage than the unit system.—(4 Minnesota Credit 
Manager.) 

oe. oe & 

Our firm has had experience with both types of bill- 
ing, under the unit and dual plans. About twelve years 
ago we changed from the dual to the unit and we have 
operated in this manner up to the present moment. 

The argument against the unit plan is, the liability of 
posting on the wrong account but if a high type of oper- 
ator is secured this is a matter of only small importance. 
In our office we get out on an average of 27,500 bills a 
month and the average errors made in posting to the 
wrong account hardly ever exceed twelve. 

Our operators do their own stuffing and if they make 
any errors a fine is assessed against them. ‘They are the 
best paid people in our office and we regard this as a 
good investment. I might also add that our operators 
work on a bonus plan the basis of which is their ability 
to bill a fixed number of checks a day. We are so 
satisfied with our present operation that we would 
not consider any change whatever.—(California Credit 
Manager.) 

* * * * * 

The unit system appeals to me primarily because there 
is but one operation with the accompanying advantage 
that this gives of less errors. In the dual system where 
the bill is made separately, while there is an extra check 
on the open balance, it is common sense to assume that 
where two people handle a transaction there is just twice 
the chance for an error. True it is, the error will auto- 
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matically check itself, but there is a loss of time in this 
recheck. 

The chances for a counter error (which is an argu- 
ment which will be advanced by the supporters of the 
dual system), are, to my mind and in my experience, 
very remote. I have been told for the number of ac- 
counts which we handle, there is no question but that 
the unit system is the better one, but authorities do say 
that when accounts run over twenty or thirty thousand, 
the dual system is the one to be preferred. While per- 
sonally I cannot see their point, I make this statement 
for your analysis. 

We have on our books approximately twenty thousand 
accounts, one-half of which are active. Our bookkeepers 
at times are called upon to make as high as eight hundred 
postings a day. We have the active use of but three 
machines, and our bookkeepers do all the work, includ- 
ing stuffing, sorting, posting and trial balance. In eleven 
years’ experience, our books have never been one cent out 
of balance. In fact, I feel I am quite safe in stating 
that during all this time, I can remember only two or 
three times where any time was wasted rechecking for 
the balances of our Accounts Receivable-—(A4 Credit 
Manager, Pennsylvania.) 


* * * * * 


We use the unit plan and though we have carefully 
reviewed at various times the possible advantages of in- 
troducing the dual plan, we feel that the unit plan is the 
more satisfactory of the two. 

Advantages are claimed for the dual plan which we 
believe are either purely theoretical, and not borne out 
in practice, or are not worth the additional cost. 

We understand that the following are some of the ad- 
vantages claimed for the dual plan; in each case we have 
compared the claim with our experience under the unit 
plan: 


1. Fewer postings to incorrect account. 

Our experience: we average about thirty incorrect 
postings a month on 200,000 postings. 

2. Less difficulty in balancing ledgers at the end of the 
month. 


Our experience: we have about seven out of 252 
ledgers out of balance at the end of the month, and these 
are brought into balance within a few hours. 


3. Ledgers are more readily available for collection 
follow-up. 

Our experience: they are not more available than they 
are under the unit plan. 


4. Fewer ledger sheets are necessary because the ledger 
accounts are not itemized. 


Our experience: an inconvenience to the credit man 
when reviewing customer’s account. 


We feel that proper supervision will overcome any of 
the possible difficulties in the unit plan—(A Wisconsin 
Credit Manager.) 


(Editor’s Note: See also Mr. Waterford’s article on page 24.) 
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Bright Bits from 


Bureau Bulletins 


Pertinent Paragraphs Taken from the Hundreds of Weekly 
Bulletins Published by Our Affiliated Credit Bureaus 


Back of It All! 


Back of every business that keeps up with the times is 
an individual who keeps ahead of them. 


Back of every financial statement that shows a small 
loss ratio on accounts receivable is intelligent credit grant- 
ing. 

Back of every credit granter, store owner and profes- 
sional man who administers the extension of credit so as 
to prevent unnecessary losses and yet not turn away 
profitable business is the Credit Bureau. 

Back of the Credit Bureau are those business and pro- 
fessional men who have learned that to report every bit 
of credit information that comes to their attention is to 
help build a credit file which, if intelligently used, can 
save them ten times its cost every year. 

—Merchants Credit Bureau, Evansville, Ind. 
* * & * 

“Yea, Verily’—Mr. Davis—and back of all these is a 
nation-wide organization which for the past twenty-one 
years has worked unceasingly to promote better credit 
practices and closer cooperation between credit granters 
and their credit bureaus—the National Retail Credit As- 
sociation.—D. J. Woodlock. 


>» »> » 


The Wisest Wise-Crack of the Month: 


“The country is behind you, Mr. President!” Yes, 
and some of it is quite a ways behind. 


—Montrose (Colo.) Credit Exchange. 


>» » » 


Credit Terms Must Be Shorter 


The amount of credit business any retailer can do de- 
pends upon the amount of his own capital he can have 
invested in accounts receivable, plus the amount of capital 
his wholesalers are willing to furnish him through credit. 

That the average retail merchant must henceforth 
operate his business without the capital furnished him by 
wholesalers is obvious and certain. In other words, whole- 
salers are withdrawing the capital formerly loaned to 
retailers who in turn loaned it to the retail customer. 
Wholesalers are compelling retailers to collect. It is 
good business for both and the retailer will benefit tre- 
mendously though it may be a bit tough for him until 
he has adjusted himself to it. 

If ever you needed to make 100 per cent investigation 
of your credit customers, it is now. Skilled and careful 
credit management will be a bigger factor in successful 
retailing during the next few months than ever before. 
An era of shorter credit terms is here. Retailers must 
collect more promptly. 

—Crawford County Retailers Association, Pittsburg, 
Kansas. 
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Membership Dues Alone Do Not 
Make an Association 


It is the tendency of some people to feel that as soon 
as they pay their membership dues, all the benefits and 
advantages of membership will automatically come to 
them without further effort. This is a situation like 
trying to buy an education by simply paying for tuition. 

No man can obtain the full benefit from membership 
in any organization without contributing his share to the 
success of that organization. The payment of tuition 
alone did not bring to the dentist or to the physician a 
knowledge of his profession. The man who gets some- 
thing worth while does not stop with merely paying his 
membership fee. He regards this merely as the entrance 
fee, which allows him the privilege of obtaining an edu- 
cation through experience and effort. 

—Alpena (Mich.) Merchants’ Service Bureau. 


> »> » 


“I’m not much of a mathematician,” said the Poor 
Credit Risk, “but I can add to your troubles, multiply 
your aches and pains, subtract from your earnings, divide 
your attention, take interest from your work and discount 
your chances for success.” 


—Retail Merchants Assn., Claremore, Okla. 


> &.*® 


Capital and Labor 


The money your customers have is CAPITAL. 
Getting it away from them is LABOR. 
—Southwestern Credit Men’s Assn., 
Alamosa, Colo. 


>» »> ?» 


What’s the Answer? 


Do the credit granters in a wide-awake prosperous 
community cooperate because they are prosperous or do 
they prosper because they cooperate? 

Extending credit to individuals without first ascertain- 
ing their current credit status, the amount of their in- 
debtedness and their ability to and manner of taking care 
of obligations, is not only unfair to your competitor, but 
to the public and also to your own business interests. 

Put on your “Far-Sighted Specs”! Why wait longer 
for those delinquent debtors, that have lighted on your 
ledger, to pay? There never was a more auspicious time 
than now to make every effort to collect those past due 
accounts. The older they get the harder they are to col- 
lect. If not contacted regularly, in many cases, the ac- 
count is forgotten, disputed, bankrupt, or lost through re- 
moval from the city. 

—Business Men’s Credit Bureau, Ottawa, Kans. 
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Conditions Are Changing—So Are Credit 
Ratings 

It is well to remember that conditions are again chang- 
ing and those people who were unworthy of credit ac- 
commodations last year and the year before may now be 
good prospects. We still want you to call the bureau 
on every credit application but we do not want you to 
extend credit on file information. 

Of late we have heard of several applications being 
rejected because of 1931 ratings showing closed accounts. 
Investigation showed that these persons’ conditions are 
now much better and credit should have been extended. 
The best way to judge applications now is by a special 

“investigate” report. Do not take a chance of losing 
good business by rejecting applications on old unfavorable 
ratings. 

—“The Credit Bulletin,’ The Credit Bureau of New 
Haven, Conn. 

> >» » 


One Way Out 


Editors Note: The following is taken from a state- 
ment sent to all members of his organization by Arthur 
H. Andrews, Executive Vice-President of the Chamber 


of Commerce of Northern Hudson County, Union City, 
N. J. , 


One of the major obstacles in the way of business 
recovery is the failure of hundreds of thousands of people, 
financially able to do so, to pay their debts. 

Millions of dollars are reposing in checking accounts, 
savings accounts, and safe deposit boxes, that should be 
withdrawn to pay past-due accounts. 

The paying of these accounts would allow hundreds of 
thousands more to pay their debts and the process would 
continue indefinitely to the ultimate profit of the entire 
country. 

There is just as much actual money in existence now 
as there was in 1929 but the difficulty is that it is not 
circulating or turning over as fast as it should. 

There is right now a way in which the installment idea 
can be used that will tremendously aid in restoring busi- 
ness and that is INSTALLMENT PAYING. 

Thousands of individuals, business firms and corpora- 
tions in North Hudson are today unable to pay their past- 
due obligations in full, but there are comparatively few 
who cannot pay something on account weekly or monthly. 

There are many who are not paying anything on past- 
due accounts because they have not sufficient funds to 
pay in full. 

Some of these have a false pride against paying on ac- 
count, others do not realize that creditors, almost with- 
out exception, would greatly cooperate in such a method 
and there are others, and many of them, who use the 
fact that they cannot pay all their bills in full at once, 
as an alibi for not paying anything. 

The general adoption of the partial payment plan by 
all who can and should use it, would put hundreds of 
thousands of dollars into immediate circulation in North 
Hudson. 

Not only is this a sound and sensible thing both for 
debtors and creditors but it is the PATRIOTIC thing 
to do. 

Another sound, sensible and patriotic thing is for all 
individuals, business firms and corporations, financially 
able, to pay all bills and obligations in full upon receipt 
of bills or notices without waiting for the customary 
thirty-day period that is perfectly sound under normal 
conditions. 
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We Preserve the Policy of the “Open Door” 


Any applicant for credit who has had his request re- 
fused, by reason of the fact that the member to whom 
he applied obtained a report through the Credit Bureau, 
is welcome to come to our office and get the facts. 

Never attempt to interpret for the applicant the in- 
formation in the report. Do not tell him you have to 
turn him down because he owes a furniture store, a 
garage, etc., for he may know who you mean and start 
out for the furniture store, garage, etc., with fire in his 
eyes. The right thing to do is to pass the buck. Pass 
it right square to the Credit Bureau where it belongs. 

Tell your applicant that your agreement with nearly 
all other business men requires you to consult the Credit 
Bureau before opening an account; that, according to the 
records of the Credit Bureau there seems to be some rea- 
son why you are unable to open the account and that 
if the applicant will be so good as to call at our office, 
the entire matter can be speedily straightened out. 

This is part of our daily routine. Very seldom a day 
passes without its quota of visitors who are calling with 
reference to their credit. If they are in the right, as they 
are once in a while, we work the matter out to everyone’s 
satisfaction. If they owe one or several other business 
men past due balances, it frequently happens that the 
accounts are cleaned up within a short time. We usually 
know more about them than they think we know, and 
that makes it very easy for us to negotiate with them. 


—Mifflin County 
Pa. 


Credit Exchange, Inc., Lewistown, 
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Working Details of Unit Billing Plan 


By GEORGE WATERFORD 
Credit Manager, James McCutcheon & Co., New York City 


When I took charge of the office of James McCutcheon 
& Co., in 1923 (Bookkeeping, Credit, Adjustment & 
Cashiering Departments, etc.), I found a very cumber- 
some bookkeeping system in operation. It was the dual 
plan. 

This system was very expensive as it required a large 
force. Each month every overdue bill was itemized in 
duplicate and it was necessary to detach the original from 
the duplicate. This was a very untidy operation and 
it caused a constant piling up and binding of duplicate 
statements. 

After a great deal of inquiry and running around I 
hit upon the very thing, in principle, at Saks & Co., 
34th Street, which I saw could be improved upon by 
having the proper equipment. My suggestion was not 
very well received until an efficiency expert induced the 
firm to take up the unit plan (statement and ledger 
card at one operation). 

As I was sold 100 per cent on the plan I very quickly 
About 1924 we secured the neces- 


sary new equipment which I saw could be combined 


put it in operation. 


with Saks’ layout in principle and ever since it has 
worked perfectly. 

We use a ledger card for each account and they are 
arranged numerically by zones as per the following list: 


New York City 
Brooklyn 
Long Is., Staten Is., Westchester___~ 
ee EE oS ee oe 
0 Se 
Conn. and New England —---------- 
OE 8 ee ee 
NE gS Set ee eee ee eee 
a eee 


1 — 24,999 
25,000 - 29,999 
30,000 — 39,999 
40,000 — 44,999 
45,000 — 64,999 
65,000 — 74,999 
75,000 — $4,999 
85,000 — 94,999 
95,000 — 99,999 


The ledger card copy illustrated will assist you to 
visualize its use. A carbon sheet is placed between the 
statement (see sample) and ledger card, and an exact 
copy of the sales ticket is imprinted on the ledger card 
and statement. Each day the operator must balance her 
tally roll which is given to the head clerk for her control. 

It is a very rare occasion that a bookkeeper does not 
make a monthly balance at the end of each month. To 
be accurate this is done the last two days of the month. 
All statements are separated from the ledger cards at the 
end of the month and are given to various people avail- 
able in the office who write in ink the amount owing 
on the stub of the statement. 
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This is very useful as the customer is requested to re- 
When this is done 


it saves time for the cashier in making the proper entry, 


turn the stub with her remittance. 


as the amount of the remittance should be comparable 
with the amount on the stub. 


Within a short time we found the work running 
smoothly with a great saving in help, no waste, and the 
accounts were always available. All out-of-town state- 
ments are in the mail two days before the end of the 
month. All local statements are mailed the last night 
of the month. Only once since this system is in opera- 
tion did we miss having our statements out on time and 
that was in January, 1925, just after we moved to our 
new quarters. 

Our bookkeeping equipment consists of five machines 
(I put a double shelf on the left-hand side of each 


operator for her work). The ledger cards which are 
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grouped according to zones and numerically arranged are 
kept in trays on easily moved stands. The ledger trays 
are kept to the right of the operator and every night they 
are placed in the safe. 

We also have cheap steel cabinets which hold the old 
balanced ledger cards and these are also numerically ar- 
ranged. Each sale ticket before it is posted on the ledger 
card is given a serial number, and when all the tickets 
have been posted they are filed away according to days 
and each day’s tickets are numerically arranged by serial 
number. When we have occasion to refer to a sale ticket 
it is very easily found. 


I hope this rambling explanation will be of service to 
“Credit Clinic” readers. If there is any further ques- 
tion about the work I shall be pleased to do my best to 
answer. 








Editor’s Note: 


Ledger sheet reproduced below (actual size 
9” x 10”). Statement blank shown opposite 
page. (Actual size 614” x 914”.) 
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WASHINGTON BULLETIN 





R. PRESTON SHEALEY 


Washington Counsel, National Retail Credit Association 


FOREWORD 


HAT can the retailer expect from the Indus- 
trial Recovery program? That is a live ques- 

tion not only in Washington but elsewhere 
throughout the country. 

As of August 20, the Public Works Administrator an- 
nounced that over a billion dollars of the public works 
fund had been allotted and, of course, the federal pro- 
gram of road, naval construction, public buildings, and 
conservation work will provide employment and _pur- 
chasing power for a large percentage of the unemployed. 
The non-federal projects already approved, such as hous- 
ing, bridges, etc., will materially add to that number. 

With this public works program, augmented by the 
spreading of employment through the adoption of codes 
in the major industries, retail stores should soon ex- 
perience large increases in sales volume and it is ex- 
pected that the retail credit survey, a summary of which 
will soon be released, will give evidence that improve- 


ment has been under way since early April. 


Legislative 


In between sessions of Congress is when most Wash- 
ington legislative work of real practical value is taken 
care of and the interim between adjournment, June 16, 
ot the special session of the Seventy-Third Congress and 
the incoming session of the Seventy- Third Congress, some 
months hence, is no exception to the rule. Three mat- 
ters of major importance are now receiving consideration 
and definite legislative recommendations in connection 
therewith are in process of making. “These recommenda- 
tions are being based upon studies heretofore made or 
which are now nearly completed: 


Transportation 

The Railroad Administrator, Joseph P. Eastman, is 
making an intensive study into all forms of transporta- 
tion, by rail, by bus, by truck, by air, and by water. It 
is expected that Mr. Eastman will have recommenda- 
tions for Congress as the basis for concrete legislation 
designed to settle the perplexing transportation prob- 
lems. 


Contract Prices on Public Works 
Contract problems arising out of the Industrial Re- 


covery Act, which, as is well known, provides for a pub- 


lic works program of $3,300,000,000.00 are assuming 
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large proportions. Interwoven in this question will be 
the question of how increased costs on fixed price con- 
tracts of government contractors entered into before the 
adoption of the Recovery Act will be taken care of and 


a revision of the contract laws of the Government. 


Agitation for Revision of Banking Insurance 

There is being agitated in some quarters a revision of 
some of the provisions of the bank insurance feature of 
the Glass-Steagall banking bill but while much has ap- 
peared recently in the public press on this subject, well 
informed Washington observers do not believe that any 
revision of the banking bill will be undertaken by the 
next Congress. The feeling seems to be that the major 
provisions of the bill should be at least given a trial be- 
fore a revision is undertaken. 

In this connection it is interesting to note that applica- 
tions have already been approved for a number of banks 
to establish state-wide branch banking and that large 
numbers of closed banks are now beginning to be re- 
opened releasing large sums to depositors. 


Departmental 


Retail Delivery Costs Studied 

A study released recently by the U. S. Dept. of Com- 
merce entitled Retail Delivery Survey contains some 
very useful data on delivery expenses of department, dry 
goods, and specialty stores. 

This report provides the retailer with data he can use 
as standards of comparison, thereby enabling him to de- 
termine whether his delivery costs are below or above 
the average. A direct relationship exists between the 
size of store and the ratio of delivery expenses. 

It was found that the smaller stores had much lower 
ratios than the larger stores, the figures ranging from 
0.2 per cent for those stores having annual sales of less 
than $1,000,000 to 1.7 per cent for stores doing an an- 
nual business of over $10,000,000. Another interesting 
disclosure is in the comparison of purchased delivery with 
stores operating their own delivery systems. Classified 
by sales volume the expenses of purchased delivery were 
higher in every case excepting the group having sales 


of $10,000,000 and over. 


Returns Coming In for Seventh Semi-Annual 
Retail Credit Survey 
A total of 255 questionnaires have been received to 
date on the seventh Semi-Annual Retail Credit Survey. 
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Considering the date of mailing (which was July 25) 
it is felt this response is quite satisfactory and the out- 
look is for a greater number of returns than _hereto- 
fore. 

In view of changing conditions merchants are urged to 
submit their questionnaires as soon as possible in order 
that the report be compiled and released at an early 
date to be of the greatest benefit to merchants. 


Court Decisions 
Extension to Bankrupt Under New Bankruptcy Law 

In Grzenia, Bankrupt v. Lucius, et al., the Circuit 
Court of Appeals, 7th Circuit, on July 27, decided that 
section 74 of the Bankruptcy Revision Act of March 3, 
1933, can he availed of by a voluntary bankrupt who 
has secured his discharge but whose estate is still being 
administered as of the date of the enactment of the re- 
vision bill, March 3, 1933. In such cases and following 
this decision, a bankruptcy court has power to vacate the 
order of discharge and then order a meeting called of 
the bankrupt’s creditors for the purpose of allowing 
him to offer terms of extension. 

It will be recalled that one of the purposes moving 
Congress to enact section 74 was to afford an opportunity 
to a debtor who was not insolvent but who did not 
nevertheless possess the necessary quick assets to meet his 
obligations to set up those facts and offer a plan of ex- 
tension. 


Important Decision on Privileged Communications 


In Biggs v. Atlantic Coast Line Railway Company, 
the United States Circuit Court of Appeals for the Fifth 
Circuit, on July 31, 1933, decided a point of considerable 
importance relating te the law of libel and slander and 
privileged communications. ‘This decision, while calling 
attention to the conflict of authorities on the point, sup- 
ports the weight of authority to the effect that where 
there is correspondence between the officials of a corpora- 
tion and upon business of the corporation and which is 
not communicated outside of the corporation, there is no 
publication by the corporation for which it can be held 
liable in damages, even though statements were made in 
the course of the correspondence which were false and 
malicious. 

Status of Checks Deposited ‘For Collection” 

It will be recalled that many members of the Associ- 
ation have been interested in the status of checks de- 
posited for collection where the bank in which the check 
This mat- 
ter was the subject of the Sheppard bill in the Seventy- 
Second Congress, which passed the Senate but failed in 
the House. 

In Allied Mills, Inc. v. Horton, Rec., etc., Circuit 
Court of Appeals, Seventh Circuit, June 24, 1933, that 
Court has decided that there is no trust relationship be- 


was deposited fails before remitting proceeds. 


tween the collecting bank and the seller of merchandise 
with sight draft attached, even though the draft had 
printed on its face: “This draft is a cash item and is 
not to be treated as a deposit,” and “the funds obtained 
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through its collection are ta be accounted for to us and 
are not to be commingled with the other funds of the 
collecting bank.” 


Federal Trade Commission 


Within the past two months, the Federal Trade Com- 
mission has docketed with the Supreme Court of the 
United States petitions for writs of certiorari in three 
cases, viz., June 15, in Inecto, Inc., petitioning for a re- 
view of the Circuit Court of Appeals, Second Circuit 
(New York City), alleging that false and misleading 
statements were made in regard to a certain hair dye; 
June 21, R. F. Keppel & Bros., petitioning for a review 
of a decision of the Circuit Court of Appeals, Third Cir- 
cuit, dealing with alleged gambling devices by manu- 
facturers in the sale of merchandise; and “White Pine 
Case,” docketed July 3, 1933, Circuit Court of Appeals, 
Third Circuit (San Francisco), petitioning the Supreme 
Court to prohibit representations in regard to the use of 
the words “white pine.” 

> » » 


H. T. LaCrosse Heads Credit 
Research Work 


Mr. H. T. LaCrosse, who has been identified with the 
retail credit surveys of the U. S. Department of Com- 
merce for the past five years, has assumed charge of this 
work, succeeding Dr. W. C. Plummer who recently 
transferred from the Department to the Agricultural 
Adjustment Administration to serve as economic advisor in 
connection with drawing up codes of fair competition in the 
foods industry. 

The Business Advisory and Planning Council, organized 
at the suggestion of the Secretary of Commerce to ad- 
vise periodically with him, has recommended that the re- 
tail credit studies should be continued. 

The survey covering the period January-July, 1933, is 
now under way. The rate at which reports are being 
received daily from the cooperating stores indicates that 
the present survey will be highly successful. In view 
of the more favorable outlook of business, the results of 
this survey will be looked forward to with a great deal 


of interest. a 


You Can’t Get Business From Delinquent 
Customers 

In the first place, you don’t want to extend them 
further credit. In the second place, they know that if 
they come into your place of business they will be re- 
minded of their past due account. Consequently, they 
stay out. The longer the account runs under these con- 
ditions, the more abused they convince themselves they 
have been, and the more excuses they study up for not 
paying the account and for not giving the creditor the 
cash business they have in his line. 

Your avenue of securing additional volume of business 
is definitely clogged up by this obstruction of the de- 
linquent account. Remove it. You may not get business 
later, but in most cases you will. The business will 
either be cash or will be more credit business on definite 
terms—lived up to by the customer. 

—Bulletin of Boone County Credit 
Bureau, Inc., Boone, Iowa. 
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The Transition of Credit Granting 


(Continued from page 9.) 


hand, we have gone distinctly backward, at least, as a 
group, in our failure to handle adequately certain of 
the problems that have been forced on us by the new era 
of credit granting. We are today confronted with the 
necessity of maintaining our accuracy in credit granting 
in face of the loss of personal contact and knowledge of 
the credit applicant. We are now faced with the neces- 
sity of coping with the rapid development in installment 
credit. 

Many of us have failed to rise to the occasion when 
faced by these new problems. The result is, and has 
been for some time, a more loose practice in both in- 
stallment and regular credits and slipshod methods of 
handling our accounts. The extent to which we have 
failed is suggested by the fact that the estimated retail 
credit loss from bad accounts in 1932 approximates 1.5 
per cent of charge sales. By comparison, we find that 
the average percentage losses on regular retail accounts 
have risen from 0.6 per cent in 1929 to 1.5 per cent in 
1932. Based on installment credit sales the percentage 
has changed from 1.9 per cent to 4.3 per cent. 

It is true that a part of this may be attributed to con- 


ditions, rather than to us, as credit managers but—in 





no small measure—the shoe is on the other foot and 
present conditions may be attributed, partially, to our 
mistakes in credit granting, and to the widespread busi- 
ness losses which have followed such mistakes. 

Therefore, since the ‘Transition in Credit Granting” 
has involved both forward and backward steps, if we 
are to increase our efficiency by a study of that transition, 


our analysis should involve two main points: 


1. Just where and to what extent have we gone back- 
ward? 

2. What should be our program for the future, that 
is: what are we going to do, or what can we do to 
improve and strengthen our present embarrassing 
situation ? 


Let’s first look at the dark side, for the sunshine is al- 
ways more appreciated after the storm. To what ex- 
tent and why have we gone backward during the past 
few years? Personally, I am of the opinion that one 
important step in the wrong direction has been our 
failure, as a group, to build up and to follow adequate 
policies to protect our firms in handling the tremendous 
recent development in installment business. At the pres- 
ent time installment accounts constitute 9.9 per cent of 
the total accounts of the average department store, and 
in practically every retail business, which extends credit, 
installment selling now occupies a position of tremendous 
importance. 

Some firms have coped adequately with the problems 
arising from this new type of business, but on the aver- 
age, I feel justified in saying that we have let it get the 
best of us in three major ways. First—we have fre- 
quently permitted the wrong type of merchandise to be 


sold on the installment basis. It is obviously sound that 
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the installment plan of selling should be confined to 
certain types of merchandise only. It seems to me that it 
is plainly evident that the only articles that can safely be 
sold on the installment basis are such things as those 
which retain their useful value for a length of time 
greater than the period over which the installments are 
spread. 

One of the greatest evils that has come into the in- 
stallment plan of selling, is the inclusion of articles of 
wearing apparel, particularly of style merchandise. I 
cannot imagine a woman cheerfully making payments 
on a dress which has long since been discarded, probably 
because it was no longer of modish design or material, 
and, at the same time, getting ready to purchase another, 
while still paying for the discarded garment. 

Without any reflection on any firm, it is a fact that 
in some of our institutions it is almost possible to pur- 
chase anything from a paper of pins to an electric 
refrigerator on what we call budget, deferred, club plan, 
etc., all meaning the same—installment account. It is 
only safe and sound to sell on the installment plan durable 
merchandise such as furniture, automobiles, machines, fur 
coats, household equipment (exclusive of china, glassware 
and items of this type), the life of which exceeds the 
maximum period of time over which the installment pay- 
ments are spread. 

A second error, in many cases of our installment credit 
granting, has been that of extending too-long terms in 
relation to the average life of the commodity bought. 
Assuming that the item in question (and for illustration 
I shall use a fur coat) is sufficiently durable to justify 
installment terms. It is reasonable that if the terms of 
sale exceed the life of the article, the debtor will regard 
the last payments as the mere buying of a dead horse 
(Pony Coat) and he, or she, will be, in many cases, re- 
luctant to put forth much effort toward liquidation of 
the account. The difficulty of trying to collect the ac- 
count will not be the only problem for the firm, for we 
are usually confronted with another problem; that of 
unjustifiable and unfair complaints, many of which are 
received, and quite naturally, the institution to whom 
the account may be’ owing will be placed in the em- 
barrassing position of being forced to allow an adjust- 
ment. 

A third mistake many of us have made is the over- 
extension of installment credit to the individual customer. 
Clearly, when we have, individually, or as a group of 
credit managers, in a given town, allowed a customer 
whose earning ability is $25 per week to buy enough 
merchandise that his installment payments amount to 
$40 per week, we have then placed ourselves in what 
is often referred to as a “tough spot,” yet, that is just 
what has happened repeatedly during the last few years. 

In tact, leading economists state that extensive install- 
ment credit granting is one of the major causes of our 
present conditions. Thus, as regards the installment 
credit problem, we, as a group, have taken a big step 
backward in the development of unsound practice, regard- 
ing the type of goods sold on the installment plan, the 
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terms allowed, the granting of installment credit and the 
amount extended to the individual customer. 


Our next step in the wrong direction has been our 
failure: (again as a group) to meet adequately the new 
problems arising from loss of personal contact with cus- 
tomers and applicants in the extension of credit on regular 
accounts. In this connection many of us have made 
five mistakes: 


First.—We have failed to set up and maintain an 
adequate system of records whereby we would be able 
to establish a true picture of what is actually happening 
to our accounts. In many cases a credit manager would 
be embarrassed if he were asked to state just what per- 
centage of his accounts are 90 days old—four months 
or five months. It would be impossible to give the 
figures or percentage of accounts receivable, as compared 
to the previous year. In many instances no check has 
been kept on individual accounts to provide a systematic 
basis for collection efforts. 

Second.—As a group, we retail credit managers have 
often failed to make proper credit investigation before 
granting the privilege of an account. In our eagerness 
for business we have sacrificed good business principles 
in the hope of obtaining greater volume. We have 
reached that point in modern credit granting where a 
careful analysis of character and antecedent information 
is most essential. 

It is necessary for us to have a complete history of the 
customer’s paying habits; his income and his occupation 
should be verified. We should know what the business 
prospects of every applicant or credit recipient are, if 
bad debts are to be reduced from their present disgraceful 
levels. 

Third.—We should avoid entirely the practice of mak- 
ing credit terms the basis of competition. Competition 
should be confined eptirely to merchandise, its value, style, 
etc. A credit risk is either good or bad, and regardless 
of who the credit man might be, or what his influence is, 
I am unable to understand how a bad risk can be good 
for any one particular store. 

Fourth—lIn some cases credit managers have been 
ill-advised in collection methods. By neglecting the per- 
sonal element in collection problems, it is often easy 
to turn good accounts into bad debts and to drive valuable 
customers into the arms of competitors. 

Fifth—While a rather serious charge, I believe that 
I can say that there are many instances where credit 
managers have failed, at least, in part, to cooperate with 
other credit managers, through the channels of our local 
credit bureaus. We are too much inclined to delegate 
this work to inefficient employees, and we are too prone 
to be satisfied with the mere carrying on of our routine. 


Almost every day we have instances in which the evi- 
dence plainly shows where someone has been negligent 
in properly reporting credit information to the bureau. 
This is a most important part in the successful operation 
of any credit department, for information properly re- 
ported prevents acceptance of an undesirable charge ac- 
count risk, and provides a better service to the credit 
applicant worthy of credit. 

Thereby we impress upon both of them, in a stronger 
way, the value of credit. By a little more attention to 
our duties and the proper operation of our offices, as retail 
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credit grantors, we might be able ,through the method 
of cooperation, to prevent our competitors from having 
to stand a loss similar to that we have taken. 


(To be continued in Next Issue.) 








Two New Standardized Forms 
Available 
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REGULAR CREDIT TERMS CALL FOR PAYMENT IN FULL 
EACH THIRTY (30) DAYS 


Notwithstanding the very trying business conditions which have 
ae ——_ — years, the Members of the Credit Bureau 
are it on the same terms of payment as usual, namely, 
settlement in full every thirty (30) days. si 

Because of the ers 4 for conserving cash for the replenishment 
of stocks, payment for which must be made promptly, as well as meeting 
of employees’ payrolls, and other operating expenses, your earnest effort 
to comply with the thirty (30) day terms will be gratefully appreciated. 

_ Please co-operate byscharging only such purchases as you can con- 
veniently pay in thirty (30) days, unless otherwise arranged in the 
Credit Department. 


Oram AA Assesses eee seeeasenneng 
mee eaeenceeseesececsccsssens® 


SSS Seer eeeeeesaaeameaseneeaeeasaaaseessaaseeseessaas® 


Form No. R 74 











Above: Form No. R74, actual size 5” x 3” 
Price—20 cents per 100; $1.50 per 1000. 


, one col Yr. 


Below: Standard Guarantee of Account Form—ap- 
proved by the National Retail Credit Association. (Form 
100.) One color—actual size 8144” x 11”. Price: $1.00 
per 100; $8.00 per 1000. 


——_——__——_— —— _ 





Guarantee of Account 


(Standard Form Approved by National Retail Credit Association 
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In consideration of the sum of One Dollar ($1.00) and other valuabk | 


Firm or Store Nome 


Stave 





hand paid by receipt whereof is heret 
acknowledged, and the further extension of 


to 7a nditionally guarantee f t of whate 


| 
| amount said hall at ng 
accon fg heretof 
Fire or Sore Name 
said indebtedness is in the form of notes, bills or open account | 
This shall be an open and continuing guaranty and shall continu for a 
| 
any change in the form of such indebtedness, or renewals or extensions granted by you, witl | 
taining my consent thereto and until expressly revoked by written notice from me t wu by ree 
tered mail and any such revocation shall not in any manner affect my liability as to any indebted 


contracted prior thereto. 


Notice of acceptance of this guaranty by you, the contracting of indebtedness thereunder j 


default in payment of such indebtedness are all hereby waived 


It is further understood and agreed that, in the event that this guaranty be executed b re 
than one person, the revocation of the same by any person or persons who may have signed the 
same shall in no manner affect the liability of the remaining person or persons who shall not have 


revoked the same in the manner hereinbefore provided and there is no obligation upon the part of 


notify the person or persons who may nothave 
Firm or Store Nowe 
revoked same 


Liability under this guaranty shall at no one time exceed the sum of $ 
Witness Signature 


Address Address 














Order direct from Forms and Systems Department, 
National Retail Credit Association, Saint Louis, Mo. 
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Are You Training Your Customers to Be Bad? 


(Continued from page 15.) 


where he worked, and thought it a proper, or perhaps 
a “smart” thing to do. If he was successful in his first 
attempt he was impliedly invited to repeat the perform- 
ance. Thus this individual was actually taught the very 
acts for which he was blamed. The carelessness of the 
credit department in countenancing infractions of terms 
of business is an unconscious, though none the less ef- 
fectual means of teaching the customer to be unprofitable, 
or “bad.” 

When infractions of terms of sale such as sending an 
incorrect check are tolerated because of the inconvenience 
of returning the remittance and obtaining a corrected 
one the customer’s interpretation is often quite different 
from that of the store. Most frequently the store as- 
sumes that the customer would be offended if the check 
were returned and there would result some loss of trade; 
but the customer awaits with some degree of anxiety as 
to what the store may do. 

If little or nothing is done he has found “success’’ in 
the infraction of the terms. The acceptance of an ir- 
regular remittance carries a challenge; it affects future 
attitudes of the trade because there is a basic principle 
involved. Success in any act, that is success from the 
standpoint of the subject, is highly significant as a cause 
for repeating the act. 

The occasion of the receipt of an irregular remit- 
tance would seem to involve careful personal attention. 
Maybe there is some kind of adjustment due the cus- 
tomer and he takes the matter into his own hands. If 
he succeeds he can properly feel that he was right, at 
least was vindicated in some degree. 

But if he is handled in an individual manner, and in 
fairness according to the facts and circumstances, it will 
let him see that there is inherent fairness within the sell- 
ing company. In addition he will understand that he 
cannot succeed by taking the case into his own hands and 
thereby learn these and other so-called ‘“‘abuses.” 

“Slow pay” is another practice that is taught because 
it is countenanced and permitted. Perhaps it is care- 
lessness on the part of the seller or perhaps it is a fear 
of offending and losing the trade of a “good” customer if 
more prompt payment were requested. But in the end 
the result is the same, the customer has learned that he 
can be slow. ‘Then there is present the added complica- 
tion of a habit to be eradicated before a desirable one 
can be established. 

The time to correct the misbehavior is as early as 
possible. A more constructive program would be to sys- 
tematize and control the environment so that only de- 
sirable acts are formed. In credit work this is often 
stressed in the principle of properly opening the account. 
It is imperative that the full explanation of the terms of 
sale be then made, leaving such matters not to be in- 
ferred which result in a high proportion of irregularities. 

A further way in which a credit problem is similar to 
that of bringing up a child is in the occasional “temper 
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tantrums.” Psychologists have long known that tantrums 
are taught to the children, and of course taught in the 
same light as the preceding misbehavior is taught. The 
child perceived that in the course of crying he gets fa- 
vorable attention, at least with parents who unwittingly 
“condition” such behavior. 

In the business world the individual who creates a 
disturbance that is not dissimilar to the childlike temper 
tantrums should be treated as the child should be treated 
to prevent them being fixated in his personality. In busi- 
ness we cannot punish, that is, use corporal punishment, 
but we can ignore the childish mechanism to the extent 
that it is ineffectual. 

The customer who has grievances should be inter- 
viewed in private where the possibility of an “audience” 
is next to impossible. If we comply with the demands 
accompanying these disturbances, in effect, we teach the 
customer to repeat the episode. 

It may seem a paradox to speak of “teaching customers 
to be bad,” that is, to impose on the house and in fact 
to become an expense rather than a profit. Yet the ex- 
amination of these few credit problems, in this light, may 
show a marked similarity with the “WHIZZERS” being 
pulled on parents. It is a contention of psychology that 
“good” or “bad” children are the result of training, con- 
scious or unconscious as the case may be. So in credit 
work our customers are “good” or “bad,” profitable or 
unprofitable, depending on the training they experience 
at our hands. 


» » » 


“Cut your overhead—but not your throat.” 


“Trust your friends and relatives—but get a credit 
report on them first.” 


—Bulletin of the Blair County Credit Bureau, Al- 
toona, Pa. 
> >» » 


Speaking of Credit Troubles— 


(Extract from a recent letter from A. C. Pearsons, Sec- 
retary, French & Bassett Co., Duluth, Minn.) 

There is a colored man running a small corner grocery 
here in Duluth, who is evidently having his credit trou- 
bles as he has the following sign in his window—the 
exact spelling and wording of which I have copied below. 

It made such a hit with me that I can’t help but pass 
it on, believing that other credit granters will get a kick 
out of it, too. Here ’tis: 





Kwittin Tre Crepit 
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How soon can you collect 


from debtors who are 


BACK to WORK? 


HE average family whose tion to the problem is offered 
head has been out of work by the Household Loan Plan. 
usually owes past due bills Family men, as soon as they 
amounting to a month’s in- are re-employed, may borrow 
come or more. The first pay up to $300. With the cash in 
check or the first dozen cannot hand, they can pay their bills 
go around. at once and repay Household 
Your share each month will in small sums each month, di- 
be a driblet, a nuisance to col- _— vided into as many as 20 in- 
lect, a burden to your book- stallment payments. 
keeping department. You benefit. Your debtors 
A sound and sensible solu- benefit as well. 


Full information about this Plan and a method of bringing 
it to the attention of your delinquent accounts, without 


the use of your name, will be supplied gladly on request. 


HOUSEHOLD 


FINANCE CORPORATION 


and Subsidiaries, Palmolive Building, Chicago 


One Hundred Forty-Seven Offices in Ninety-Three Cities in ...1LLINOIS... INDIANA... IOWA... MARYLAND... MICHIGAN... 
MASSACHUSETTS. .. MISSOURI. . . NEW JERSEY ... NEW YORK... OHIO... PENNSYLVANIA... RHODE ISLAND . . . WISCONSIN 
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Customer Control Helps Us Build More 
Business from Active Accounts 
(Continued from page 5.) 
cards will indicate those active charge customers who 
have not purchased in that particular department during 

that season or year. 











Editor’s Note: 


This is the first of a series of four “Credit 
Salesmanship” articles by Mr. Ashby. Next 
month’s article will be “Successful Letters 
used in the Application of Customer Control.” 








The use of the addressograph plate for indicating 
where purchases have been made by your customers is 
necessarily limited to a few of the major divisions of 
the store. In the case of the addressograph plate, ten of 
the selector tabs are used to denote activity in the sections 
which correspond to the numbers shown on the master 
card. The eleventh tab indicates whether an account 
is being solicited for collection in which case it is au- 
tomatically eliminated from further promotional effort 
until it is reinstated or in good standing again. The 
twelfth tab indicates the account is not a local one, but 
that of an out-of-town customer. 

The advantage of using the addressograph plates lies 
in the fact that it eliminates the necessity for addressing 
the letters or mailing pieces by typewriter. 

The application of the customer control system for the 
purpose of stimulating sales has many interesting phases. 
The information which such a system as the one described 
above will provide is invaluable in many ways. It opens 
up what is practically a limitless field for sales promotion 
work among the class of people from which your store 
has the greatest right to expect additional business, those 
customers who patronize certain departments constantly 
but never make a purchase in other sections of the store. 


» » » 


The Mid-West Credit Conference, 
Tulsa, Oklahoma, October 23-24 


Reports from various committee chairmen forecast a 
large attendance at the Mid-West Conference to be held 
in Tulsa, October 23 and 24. A highly educational pro- 
gram has been prepared for the business sessions, with a 
“surprise” banquet and entertainment features for the 
evening. Many leading retailers of Oklahoma have ar- 
ranged not only to send their credit managers, but also to 
attend personally. 








HOW TO COLLECT INSTALLMENT ACCOUNTS 
By Samuel W. Guggenheim 


How to open the account, keep regular payments coming, 
force the reluctant payer, locate skips and collect to the 
last dollar. Letters, forms, and the valuable counsel of 
an experienced credit man. See review, page 10, last 
issue. 70 pages, cloth bound. Price $2.00. Order from 
the National Office. 
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A New Collection Appeal - - As Good 
in September as It Was in August 


Within two weeks after the mailing of the August 
Crepit Wor Lp, we had received orders for one million of 
our “Let’s All Do Our Part” stickers, a quarter of a mil- 
lion inserts and newspaper mats for over fifty cities! 

Members everywhere tell us the collections made 
through this dignified appeal to customers to do their part 
were greater than those brought in by telephone calls and 
letters!) These collection helps will be just as effective in 
September as they were in August—in fact for the next 
sixty or ninety days, while the N. R. A. activity is at its 
height. 

The stickers and inserts are shown on the outside back 
cover—in colors—and the newspaper ad at the right. 


The Newspaper Advertisement: 
“Same-day” shipment—mats in two standard sizes: 
4 col. x 170 lines (8” x 12”) $3.00 each 
3 col. x 125 lines (6% x 9”) 2.50 each 
These prices are based on actual cost of artwork, copy, 
engravings, mechanical costs, handling and postage. 


Note carefully: The ad at the right is made up for an 
8” x 12” space and will be furnished to you with heavy 
rules at top and bottom and spaced out to that size. It is 
shown here without the rules because of size limitation of 
The Crevir WorLD page. 


vn St. Louis tts 


91u 6 WASHINGTON 
4 50 andup 
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